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JUNE, 1907 


‘ THE BUDGET OF 1907 CONSIDERED WITH 
SPECIAL REFERENCE TO THE INCOME TAX. 


REGARDED as the first definite exhibition of the constructive 
financial policy of the present Government, Mr. Asquith’s state- 
ment was certain to prove somewhat disappointing to extremists 
of all sections. The financier responsible for the due adjustment 
of a nation’s expenses and revenue must move with a caution 
that disgusts the propounders of social and fiscal panaceas. 
Judged, however, by the true test—conformity to the canons that 
long experience has established—the Budget scheme deserves 
decided, even if qualified, approval. Put shortly, its salient fea- 
tures are : (1) a liberal appropriation towards the reduction of debt 
(after allowing for cross items, nearly £10,000,000 for 1906-7, and 
a still larger sum for the present year); (2) the provision for 
placing on the estimates of each year the outlay on public works 
that has in the last fifteen years been met by short-term loans; 
(3) the retention of the existing indirect taxation ; (4) the conces- 
sion of a rebate in the income tax on the earned portion of in- 
comes under £2,000; and (5) increased progression in the estate 
duty, under which the millionaire’s estate will pay 10 per cent. 
instead of 8 per cent., and that of the multi-millionaire may 
approach to a payment of 15 per cent. These actual features 
must be taken in connection with the hints or promises of further 
change. For the Chancellor of the Exchequer has had the 
courage to regard his Budget as being but one link in the chain 
of financial policy which an Administration with a powerful 
majority can develop. One of these alterations is to be the 
abolition of the system of assigned revenues for local purposes, 
introduced by Lord Goschen in 1888, thus carrying out the 
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minority Report of Sir E. Hamilton and Sir G. Murray on Local 
Taxation. An equivalent is to be provided from the Consolidated 
Fund, so that the form of the public accounts will be improved, 
while local finance will not suffer. Again, a new head of expen- 
diture is to be introduced in the creation of a limited kind of 
pensions for the aged. The large debt appropriation for 1907-8 
is in future years to yield the nucleus of the amount required for 
this purpose. 

It thus appears that as the Budget of 1906 was preliminary to 
that of 1907, so is the latter to find its fuller development in 
1908. It is evident that two complicated measures—a Local 
Taxation Bill and an Old-Age Pension Bill—will have to be run 
along with the Finance Bill of 1908, if the scheme arranged for 
that year is to be completed. To turn to the most important 
change introduced in this year’s measure, it must be remembered 
that the recognition of a difference between earned and unearned 
incomes is the latest result of a long series of discussions. When 
Peel revived the income tax as a temporary expedient, it was 
reasonable to claim that precarious incomes should not pay as 
much as permanent ones, since, as the period of levy was limited, 
all incomes in existence during that period were taxed, and some 
might cease at the moment of the relinquishment of the tax. 
When in the course of time, and almost unconsciously, the income 
tax became a permanent part of the tax system, this claim lost its 
force; in Mill’s words, ‘‘ All attempts to establish a claim in 
favour of terminable incomes on numerical grounds are mani- 
festly absurd.’’ But, to follow the authority just quoted, a new 
plea in favour of temporary incomes, based on the greater need 
for saving on the part of their holders, comes into view, and it 
is this side of the matter that impresses popular opinion. In the 
elaborate discussions before the Committees of 1852 and 1861 the 
difficulties of drawing the line between the two classes of income 
and the complicated administrative rules that would be needed 
were urged by Gladstone and Lowe, and their view prevailed. 
The increase in the rate of the income tax in recent years (5d. 
was regarded as the normal level by Childers and 8d. by Lord 
Goschen) has brought about further agitation of the question. 
Moreover, the growth of indirect taxation has added weight to 
the distinct but related claim for graduation in the income tax as 
a whole. Duties on tea and sugar may be regarded as the equiva- 
lent of a tax including the smaller incomes; and their increase 
in the last seven years has made fresh steps in the degressive 
system almost unavoidable. The Reports of Mr. Ritchie’s and 
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Sir C. Dilke’s Committees have also helped to bring the 
administrative and theoretical problems into a more de- 
finite and practical form; they have also supplied valu- 
able materials for comparison with other countries. That all 
these influences should have only resulted in the modest 
allowance of a rebate of 25 per cent. on earned receipts within 
the limit of incomes under £2,000 is at first surprising ; 
its explanation is found in the special circumstances of the situa- 
tion. As Mr. Asquith explained, the income tax is at once “‘ one 
of the most productive and one of the most delicate parts ’’ of the 
British tax system. The extension of abatements and the higher 
rate of charge have both increased the labour of effective ad- 
ministration. As over 60 per cent. of the payers of income tax 
receive allowances, it is evident that the pressure on the 
machinery of the system is great, and is bound to increase as 
degression is developed. Mr. Ritchie’s Committee further showed 
that greater strictness in requiring returns was necessary; but 
this means extra work and an increased staff; it also tends to 
produce friction with the taxpayers. Indeed, one of the great 
objections to the adoption of progression is the greater strictness 
that it involves. The provision in the present Finance Bill is 
probably designed to, at all events it will assist in, the application 
of a progressive scale to the higher incomes. The particular 
concession made to earned incomes leads by its method to volun- 
tary declarations in all cases coming under its scope, and its 
extension in later years would be comparatively easy. Sir C. 
Dilke’s Committee, though it was not prepared to follow its 
chairman’s recommendations, appeared to favour extension of 
the abatement limit to £2,000, and to regard £3,000 as the suit- 
able limit for concessions to earned incomes. As the Budget 
scheme is mild in its actual proposal, it carefully avoids the de- 
vice of a super-tax on the larger incomes, and confines it to the 
chief inheritance tax—the estate duty. The idea of continuity in 
time which is indicated is accompanied by that of correlation 
between the several parts of the system of direct taxation. Just as 
the Prussian property tax is called ‘‘complementary ’’ (Ergdnz- 
ungssteuer), so is the estate duty recognised as a corrective to 
any undue pressure of the income tax on labour and ability. Sir 
H. Primrose’s evidence to the Income Tax Committee was to the 
effect that the estate duty alone on properties yielding £40,000 
income would be equivalent to an income tax of 2s. in the &£. 
Regarded in a broader way—as will be possible under the resump- 
tion of that part of the estate duty now allotted to the Local 
N 2 
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Taxation Account—the yield from income and property is about 
£50,000 ,000, of which over 60 per cent. comes from income, some- 
what less than 40 per cent. from death duties. The latest adjust- 
ment will relieve income at the expense of property without 
affecting the total charge. The general line of policy is clear 
enough; it is, in fact, a development of the principles of the 
Harcourt Budget of 1894, though the application takes a different 
form, which will be more pronounced in the further expansions 
that may be expected. 

Far more important than the particular alterations is the general 
line marked out for English finance so long as it is under Liberal 
control. This may be said to be a retention of the Gladstone 
tradition, with modifications to fit in to modern conditions. 
The chief of these modifications is the recognition of the income 
tax as a permanent and highly valuable part of the British 
revenue system. But though this seems contrary to Gladstone’s 
rooted idea that an income tax was a temporary or an emergency 
expedient, it is in reality the normal outcome of his financial 
administration. He had inherited from Pitt and Peel the con- 
ception of a great reserve for war or deficits and fiscal reform 
stored up in the power of levying a charge on income. It wasa 
‘‘ giant who had once shielded us in war,’’ and who had been 
‘‘ called forth from repose to come and assist our industrious toils 
in peace.’’ The continued employment of the tax and its effec- 
tiveness as an agent of reform helped to make it indispensable. 
It has been well said that ‘‘ while Mr. Gladstone’s dream was 
to repeal the income tax, his fiscal reforms and his financial work 
have tended to make it permanent.’’ It was through the ex- 
tended use of the income tax that most of the oppressive taxes on 
commodities were removed (e.g., the remission of the corn duty 
by Lowe in 1869 and the removal of the similar duty in 1903 
were both balanced by income tax changes!), and the indirect 
taxation limited to articles that were really productive. Thus 
the permanent employment of this form of taxation is intimately 
connected with the substantial elimination of Protection, which 
was one of Gladstone’s great achievements. 

The course of movement in England is paralleled by that in 
other countries. Financial pressure and popular views of justice 
have combined in making the proposal (in most cases the adop- 
tion) of income taxes a feature of financial reform. Either by 
the central government or by the parts of a federal union the pro- 


1 Curiously enough, the duty at each period appears to have been roughly 
equivalent in yield to an extra penny in the income tax. 
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cess of introducing a tax on net revenue has become almost 
universal! The methods employed differ decidedly; but the 
English tax, the oldest of all, heads the list in productiveness and 
in lightness of pressure on the individual payer. To preserve these 
valuable features while at the same time according due recogni- 
tion to the plea for more accurate distribution of the burden is 
perhaps the greatest task of the finance ministers of the future. 
Beside the scientific policy of adhering to the canons of sound 
finance, there are two contending schemes of financial adminis- 
tration. One of these would enlarge the income and property 
taxes by the vigorous use of progression, say, 10 per cent. on 
incomes over £5,000, 20 per cent. on those over £10,000, and 
35 per cent on those exceeding £40,000. Site values and 
other ‘‘ opportunity ’’ gains would pay further special contribu- 
tions. Indirect taxation would be correspondingly reduced, and 
‘‘ social reform ’’ would take the place of “‘ the Services ’’ as the 
principal cause of expenditure. Contrasted with the existing 
system this plan of finance raises the two questions of: (1) its 
practical possibility; and (2) its ulterior results. Under the 
former head there can be no question that, apart from the poli- 
tical difficulties, the work of assessment and collection would be 
extremely arduous. All the official evidence supports the @ priori 
view that heavy special taxation tends to drive away the “‘ object ”’ 
taxed, and that this is emphatically true of the intangible 
elements that form so great a part of the bigger incomes. Only 
by gradual and cautious experiment can the amount that pro- 
perty will bear be ascertained. Any hasty advance might easily 
lead to a collapse of the whole system. Equally serious is the 
possible effect on the economic progress of the society. The ulti- 
mate productional influence may be the cessation of growth on 
the part of capital, accompanied by the loss of all further improve- 
ments in the agents and methods of industry. The “ politico- 
social ’’’ view of taxation is hardly reconcilable with the strictly 
‘* financial ’’ one. 

On the other hand, there is the widely-spread idea that the 
growth of income and property taxes should be checked, and that 
the system of indirect taxation should be so extended as to in- 
clude a much greater number of articles, giving, as it is said, ‘‘a 
broader basis of taxation.’’ Such a scheme of taxation, when 
advocated a half-century ago by Cornewall Lewis (who, however, 
was quite free from any of the Protectionist leanings that are 


1 « France alone of the great nations has not taken part in this development” 
is M. Caillaux’s statement, : ; 
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characteristic of its modern supporters), excited Gladstone’s 
keenest opposition.! The policy of the present Budget is in this 
respect essentially Gladstonian. The sugar tax even has been 
retained for the present only on account of its high yield. The 
diffusion of taxation over a large number of commodities (quite 
apart from any preferential or protective devices) must have the 
broad effect of placing a heavier burden on the mass of consumers, 
while it enhances the cost of collection and increases the impedi- 
ments to trade. It stands in sharp opposition to what may be 
called the Socialist ideal of taxation, though in common with it it 
is eminently capable of being manipulated for ‘‘ politico-social ’’ 
ends, and if ever adopted might easily lead by reaction to the 
most drastic taxation of property. Finance, it must be remem- 
bered, is the counterpart of general policy. Baron Louis’s cry * has 
been on the lips of many a minister of finance ; but the connec- 
tion has never been more clearly shown than in England at pre- 
sent, and it is hardly to be disputed that the cardinal points in 
issue are: (1) the treatment of the income tax; and (2) the 
handling of expenditure. It is round these that the contest will 
centre, and it is by their treatment that the capacity of English 


statesmen will be judged. 
C. F. BAsTAaBLE 


1 “ An impious opinion of this sort,” says Mr. Morley, ‘‘ kindled volcanic flame 
in Mr. Gladstone’s breast.”—Gladstone, Bk. iv., ch. 8. 
2 “ Faites-moi de bonne politique et je vous ferai de bonnes finances,” 











THE ENGLISH ASPECT OF THE SMALL 
HOLDING QUESTION.! 


THERE are two main points of view at present current as to 
small holdings amongst those who recognise the desirability of 
their extension ; one is that, although such an extension may be 
desirable for many reasons, it is not possible under our present 
agricultural and fiscal conditions; the other is that an extension 
is feasible on certain specific lines as practised on the Continent, 
which have only got to be demonstrated by experiments for them 
to be taken up in this country. 

The object of my paper will be to suggest an emphatic denial 
to the reasonableness of the first view, and to show a reasonable 
disagreement with the second. I may as well state at the out- 
set that I am only a farmer and not an economist, and I merely 
wish to present to you, as economists, the facts which have 
presented themselves to me in the course of careful investigations 
in the rural districts of England. I would further venture to 
offer for your consideration a point of view which has been the 
outcome of this investigation, and is based on an aspect of the 
question which so far appears to be ignored by those who take this 
matter up. This point of view is that it is sufficiently demon- 
strated in England already that the small holding system, when 
given free play, is an economic success ; that where it has appar- 
ently failed it is due to the fact that those economic causes which 
affect the existence of small holdings, from the standpoint of 
profit, have been restricted by our system of land laws and 
customs : that is to say, by the prevalence of large estates, entail, 
primogeniture, and cost of land transfer, not to speak of the 
amenities accompanying possession of land in which sport takes 
the foremost place. 

It follows from this that to establish small holdings to a 
greater extent on a sound economic basis, either these artificial 
conditions must be wholly or in part removed, or the small 

1 Read before the Congress of the Royal Economic Society, 1907, 
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holding system must be protected by counter legislation. To 
conclusively prove my point I should first state my case for 
asserting that small holdings are economically sound when the 
forces effecting them are allowed free play. I would then be in 
a position to go on and say, this being the case, what are the 
lines on which their extension can be carried out. I am per- 
fectly prepared to maintain this assertion, which is founded 
merely on observation of actual facts, which anyone can go and 
see for himself to-day; but the limits of this paper do not allow 
me to do more than allude to it in general terms, without giving 
the exhaustive proofs which I have at my command, and I 
propose, therefore, merely to confine myself to the consideration 
of how these facts should influence our future action in regard 
to a further extension of small holdings. 

We have first to consider what are the data we have to go 
upon. Small holdings are not a new experiment in England; 
they exist more or less universally over the country, and their 
occurrence is due to many varying causes. For the purposes of 
my argument they can best be divided, according to their origin, 
into three classes. 

First there are the survivals of ancient holdings ; these hold- 
ings were made largely in the first instance by squatters, or by 
tenants holding long leases of uncultivated land at a nominal 
rent; these men got the land into cultivation and erected their 
own houses. The creation of further holdings under such 
methods not being possible they have not much to offer us in 
the way of suggestion as to further extension. 

A second class of holdings are those which have arisen 
naturally in more modern times, owing to the presence of suit- 
able conditions. We have many instances of these in market 
garden and fruit-growing districts, which have been opened up 
or extended in the last fifty years. In these places we invariably 
find that the ordinary commercial transactions in land arising 
from supply and demand have been unhampered by any of those 
conditions due to our land systems, which so often prevent any 
extension of small holdings in this natural way; that is to say, 
there has been an absence of any very large landowner in the 
district, and the land has been held in a way which brought it 
naturally into the market in the course of years in manageable 
quantities. This type of holding only serves to indicate the 
vast possibilities of a natural growth of holdings on a purely 
economic basis, if such conditions of land tenure were more 
universal. No doubt there are very many areas where an exten- 
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sion of holdings is only prevented by the results of our land 
system ; but while this land system exists a study of this class 
of holdings cannot help us further towards ideas as to a more 
universal extension. 

The third type of holding can be classed as experimental, 
whether started as a result of private venture or under legislative 
action. It is this type which is of special interest to us, being 
as it is on the only lines of future progress. 

To know what exactly are the best lines for such future 
endeavours we must be quite clear as to what are the conditions 
necessary for success; one arrives at what these conditions are 
by a study of those under which existing holdings seem to 
flourish. 

As it would take too long to make a thorough and exhaustive 
study of the conditions necessary for success, I am going merely 
to consider them in a general way in connection with certain 
current fallacies with regard to them, always bearing in mind 
that what we want to arrive at is the method of extension. 

The first of these fallacies is that most of the land in Eng- 
land is unsuitable for small holding cultivation, and that small 
holdings can only succeed under rather special conditions, which 
are not to be found in more than a few favoured localities. 

If it were always necessary to get an entire living off the 
holding there would be some truth in this statement. An entire 
living implies a large production off a small area, or the pro- 
duction of produce whose price will admit of a relatively large 
outlay on capital and labour; this would mean that the soil 
must be very fertile, or that the climate must be propitious for 
early crops, or the land must be situated near some market 
where the relatively high price obtained for the produce pays 
for the extra expense of labour and manure entailed in the cul- 
tivation of poorer soil. 

In so far, therefore, as small holdings are looked upon as 
supplying an entire living, there is truth in the statement that 
under present conditions much of the land of England would 
not be suitable unless there were the favourable circumstances 
mentioned above. But it is a dangerous truth—because it is 
only a grain. I have said under present conditions advisedly, 
because Denmark has shown us how poor soil and late climate 
and a market no nearer than London have been no deterrents 
to its small holding cultivation, when this cultivation and the 
subsequent disposal of produce are made the object of scientific 
organisation, 
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It may well be asked, if Denmark has done this, why can- 
not we proceed on the same lines? There is a strong feeling 
about this amongst a certain class of philanthropists and re- 
formers at the present time which is finding expression in the 
formation of small holding colonies; these areas are cut up into 
arbitrary three or five acre plots, and are expected, regardless 
of surrounding conditions, to yield livings by the adoption on 
them of Continental methods of cultivation and disposal of 
produce. These experiments will certainly be regarded with 
interest, and will, without any doubt, be remarkable as object- 
lessons one way or the other. But to me this arbitrary crea- 
tion of holdings which have not grown out of the natural con- 
ditions of the country—this forcing of a set of conditions on 
circumstances not grown up with them, and, in so many cases, 
alien to them, can never solve to a universal extent the problem 
of the extension of small holdings in our country. 

I will endeavour to give my reasons for holding this view 
as shortly as possible. It will be necessary first to show how 
we differ from Denmark. 

I have said that in considering conditions of success the 
presence of certain special conditions was only necessary when an 
entire living had to be earned off a small holding; but in Eng- 
land, perhaps, the most important part that small holdings have 
to play is in their connection with other forms of employment— 
a connection which makes it possible to follow the other form 
of employment to a greater advantage, while at the same time 
the land is practically getting the benefit of the capital derived 
from another source. We have in this an advantage which 
Denmark does not possess. Denmark is a purely agricultural 
country; there are no mines, no industries to speak of, and 
her large towns are few. She is practically dependent on her 
soil; her problem, therefore, is how to manage her little bit of 
land so that, despite of poorness of soil, absence of markets, and 
backwardness of climate, it will provide an entire living for the 
bulk of her inhabitants. She has done this by stringent legisla- 
tion for preventing the aggregation of land in the hands of a 
few, by reducing the cost of production to a minimum, and by 
organising disposal of produce so as to receive the maximum 
for it. 

But now let us compare our case. Unlike Denmark we have 
certain tracts of soil in England which are so fertile that their 
natural productivity can supply an entire living on a small area 
even where other advantages are absent and no specially organ- 

























































ised methods exist ; we have tracts where sheltered climatic con- 
ditions produce the same result; we have manufacturing towns 
supplying local markets in widely diffused areas. Where these 
conditions exist small holdings are remunerative on their own 
merits and without any of the methods of organisation such as 
are absolutely essential in Denmark. They encourage our indi- 
vidualistic methods. 

But such tracts where these favourable conditions occur are 
comparatively few; most of our land is as unsuitable as the 
soil of Denmark. And yet we find small holdings in large 
numbers flourishing, and a population attached to the soil on 
these seemingly unsuitable areas. This is the case when the 
surroundings are such that small holdings are valuable as ad- 
juncts to another form of occupation; and this form of adjunct 
is so varied, and, therefore, is possible under so many varying 
conditions, that we arrive here at the reason why small holdings 
can, in all probability, be established successfully all over the 
country; and the assertion that special conditions or Danish 
methods are necessary falls to the ground. 

This possibility of success for small holdings under conditions 
not favourable to actual small holding cultivation makes it easier 
to establish them on a large scale all over England on a sound 
basis ; 7.e., a basis of profit both to the cultivator and the owner; 
but, on the other hand, there is no doubt that it does stand very 
much in the way of establishing a system of cultivation on the 
Danish lines. English conservatism prevents a change of 
methods while people are getting along all right as they are, 
however much that change might add to their prosperity ; 
systems, therefore, of co-operation are hard to induce on such 
areas where time-honoured and strongly-planted individualistic 
methods have first to be uprooted, and all those organisations 
arising from individualistic methods, such as the middle man, 
present a strongly organised front to the attack. 

Our problem, then, differs from Denmark’s in this: it is not 
that, primarily, of how to make a small area yield a living; it 
is how to undo the immense evil which our customs and land 
laws have created in the country by tending to withhold the land 
from the people who could turn it to profit, and so afford a natural 
supply to the economic demand created by the benefit which 
small holdings confer on such a large and varied class of the 
community. 

As it is, this demand is either not supplied at all; in which 
cases the trained agriculturist is forced up to towns, where, being 
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more able-bodied, he displaces some town-bred weakling, who, in 
his turn, is sent out at vast expense to the country to a labour 
colony and trained in digging; if he proves moderately success- 
ful at this it is suggested that Government should provide him 
with the small holding, which they have practically denied to 
the naturally-trained and able-bodied countryman. 

Or, to take the case where attempts have been made to supply 
this demand in an artificial manner, such as through a county 
council, evils arise and have to be guarded against which would 
not occur if the demand was supplied by ordinary commercial 
methods. Just to give an instance, the chief of these evils is 
the selection of the wrong tenant, a circumstance quite fatal 
to any success. In a natural system of supply the right man 
automatically works his way to the top—and what he acquires 
he does as a result of his own industry and thrift. But in any 
system of artificial creation of holdings, faulty human judgment, 
or, perhaps, political or private considerations, take the place of 
the natural selection, which selection in itself arises out of the 
same economic laws on which are based the whole of the re- 
maining working-out of the system. 

I am arguing that our problem is primarily how to supply a 
demand that exists; in sticking purely to this point I do not 
wish to be taken as disparaging the idea of introducing systems 
of inteasive cultivation and co-operation ; this I look upon as the 
next step, and an essential one when, small holdings being more 
universal, there is greater competition. But I do want to em- 
phasise the point of view that the first thing to do in England 
is to get those places supplied where small holdings are run on 
known lines, and where men are still clamouring for land. En- 
deavour, perhaps, as a collateral step to induce co-operative 
methods, &c., here; then, when such systems are established 
and their benefit realised, it will be easier to extend them to 
those areas where, as in Denmark, there are no outside helps for 
carrying on small holding cultivation, and where, therefore, an 
attempt to introduce small holdings at present would be to court 
disaster. 

To return, therefore, to the really momentous question, the 
supply of holdings. I have indicated that, in those places which 
do not happen to be specially hampered by the results of our 
land laws, other conditions being suitable, small holdings develop 
as a natural process on ordinary commercial lines. As instances 
of these I would mention the fruit-growing districts of Cornwall 
and of Cambridge, and the market-gardening districts of 
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Evesham and of Bedfordshire; the seed-growing districts of 
Essex at Coggeshall and Tiptree. Here the mere fact that small 
holdings are so remunerative to cultivate as small holdings puts 
a value on small areas of land which is relatively very much 
higher than that of larger areas, and the result is that land is put 
into the market, whether for sale or hire, in those lots which 
are not beyond the reach of the small man’s capital, whether this 
be in the form of cash or his own labour. 

But we have got to face the fact that the possibility of such 
natural growths to a universal extent is impossible. Our land 
system will not be radically altered in our day. 

We must, therefore, fully recognise that, in spite of its at- 
tendant evils, the creation of further holdings must be estab- 
lished artificially. The old original holdings created by the small 
holders’ own labour without the aid of capital have been swept 
away largely by our own legislation; the conditions have 
changed which made their cheap creation possible ; our legisla- 
tion must, therefore, reinstate them ; and the price we must pay 
for the retention of these old damaging laws is the amount of 
loss likely to be incurred by the artificial creation of a system 
which, were economic laws allowed free play, would cost us 
nothing. 

But having recognised the fact that in one sense the re-crea- 
tion of small holdings must be done by artificial means, surely 
we must endeavour to make these means adapt themselves as 
closely as is possible to the actual requirements of the case as it 
stands at present, and approximate our methods as near as pos- 
sible to what would be a natural supply to the existing demand. 
I contend that this is not done by establishing colonies on new 
and experimental lines, and trying to superinduce on the rural 
districts a system which is entirely foreign to all the other forces 
acting on them. These colonies have their value as experi- 
mental stations, and there their value ends for the present. 

Meanwhile, what is the state of things which is calling out 
for immediate and pressing reform? I have been up and down 
the rural districts in England, from Northumberland to Land’s 
End, from the Norfolk coast to Wales, and I know the land hunger 
of the counties whose county councils announce that the re- 
quirements of the district do not justify them in putting the Act 
into operation; and by land hunger I do not mean the vague 
aspirations of the ignorant loafer, I mean the unsatisfied demand 
of the skilled trained workman who only asks for his raw mate- 
rial. I am distinguishing between the man who, as they say at 
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Evesham, is born ‘‘ with a fork in his hand ’’ and the man who 
is ‘‘born tired.’’ I maintain that as far as anything in the 
nature of an experimental supply has gone, it proves that where 
it is wisely done and in answer to local demands it is a success; 
as instances of this might be mentioned the county council 
holdings of Worcester and Lincoln and Norfolk, and the colony 
of holdings initiated by Major Poore at Winterslow; but where 
such experiments have been apparently a failure, such as was 
the case with Lord Wantage’s Small Farm and Labourers Land 
Company, and in the case of inert county councils or those whose 
attempts have not been wholly successful, I wish strongly to point 
out that the failure is due not to the fact that there is no ade- 
quate sound demand which wants supplying ; it arises because the 
supply has been offered under such terms or in such a way that 
the really shrewd competent small holder knows better than to 
make use of it; and that the applicants who do come forward 
are generally not the satisfactory type of man which the experi- 
ment was framed to help. Take the case of Feargus O’Connor’s 
settlement near Oxford, or the holdings originally started by 
Lord Wantage’s Land Company near Cambridge. There were 
shrewd local men who, though anxious for land, were wiser than 
their would-be helpers, and refused to take the land on what 
they knew to be unreasonable terms; these are the men who, 
if you go down there now, you will find on this same land making 
not only a living but a fair competence. They had waited 
quietly until the failure of the company in each case had necessi- 
tated the land being offered at its proper market value. These 
men were here all the time wanting land—yet at the time the 
Land Company was starting, we hear that there was no demand 
amongst local men. Arguing partly from what I have seen in 
this direction I would put forward this suggestion: that the 
nation must be prepared to undertake, to a certain extent, the 
cost of the re-creation of holdings; the men cannot, under all 
conditions, be expected both to pay for the equipment of their 
holdings and at the same time be getting a living from them, 
although in many cases this is possible. Once created, these 
holdings can be run without doubt on a sound financial basis, 
but I argue that, taking into consideration that the economic 
forces connected with them have not free play, it is not fair to 
estimate their economic success in a way which includes the cost 
of their initial creation. I am not going into the actual question 
of legislation, because I understand that is to be dealt with in 
another paper. But in the framing of any policy I would urge 
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that the rather special natural advantages of our country should 
be more fully considered, and legislation framed to foster the 
results of favourable conditions, such as the conjunction of the 
land with industries arising from these natural advantages of a 
commercial and manufacturing nation; our agricultural pursuits 
should be interwoven with our manufacturing and industrial pur- 
suits ; the latter should not -merely prove, by the counter attrac- 
tion of higher wages, to be the stumbling-block to an introduc- 
tion of Continental methods, which have arisen from the fact 
that there was no alternative but the soil. 

Where economic forces have been allowed free play we in- 
variably find that the instinct of the English small holder is to 
combine his agricultural work with some form of wage-earning 
employment; and, in like manner, the industrial workman in- 
stinctively looks to his small plot of land to fall back upon in 
slack times. We see the capital derived from other sources of 
employment put into the land as into a bank, until the small 
man has equipped his holding and established himself on a firm 
footing ; then he can give up his other employment and depend 
entirely on the land. This is a natural process which is being 
worked out at this moment in many parts of England, where it 
can struggle free from the results of damaging legislation. 

L. JEBB 








GOVERNMENT AND LAISSEZ FAIRE. 


THE writings of English and American economists have lately 
begun to show a more lively interest in the fundamental problems 
referred to by the title of this article. I have often felt that the 
efforts of German research to do justice to these questions, 
and the achievements contributed by German administrative 
institutions to their solution—so far as solution from this side 
is feasible—have not met in England and America with the 
appreciation they deserve. The following pages aim at throw- 
ing a little light on these achievements, in the hope of dispel- 
ling some of the most conspicuous misunderstandings that exist 
on the subject. 

A little while ago I read the following, by an English 
writer :—‘‘ One of the few things which every German knows 
for certain about England is that there are a million people in 
London living in extreme poverty on the verge of hunger.’’ I 
am of opinion that when scientific .men of different nationalities 
are discussing the subject-matter of their common science, they 
would be well advised to disregard completely ‘‘ the things that 
every German knows about England’’ and “‘ every Englishman 
about Germany.’’ When Edmund Burke in his “ Reflections 
on the Revolution in France, intended to have been sent to a 
gentleman in Paris,’’ wrote :—‘‘I have often been astonished 
considering that we are divided from you but by a slender dyke 
of about twenty-four miles, and that the mutual intercourse 
between the two countries has lately been very great, to find 
how little you seem to know of us,’’ he was content with the 
limited audience consisting of these ‘‘ gentlemen in Paris’’ for 
whose instruction he was writing. Their views provided him 
with ample material for his dissertation, and he did not find 
it necessary to inquire what every Frenchman might know 
about England. 

It must be admitted that there is a tendency among foreign 
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critics of German affairs to select for their consideration pre- 
cisely those institutions to which the dictum that ‘‘ distance 


9 


lends enchantment to the view’’ is least appropriate. And this 
is especially the case with the more recent developments in- 
augurated by the foundation of the German Empire. If this 
were only an instance of the kind of vulgar ignorance which 
characterises the beliefs of-any nation respecting the conditions 
of life among its neighbours, we should let it pass; but it is 
unfortunately a constantly recurring feature of the judgment 
passed on Germany by the scholars of foreign countries. In 
the interests of science no pains should be spared to bridge the 
gulf that must exist between different states and countries. 
The means at our disposal are, first, an exhaustive study of the 
published records, official sources of information, or scientific 
writings of the foreign country, and secondly, a thorough per- 
sonal investigation of the actual conditions, which the literary 
studies are only intended to supplement. ‘These tasks, we may 
safely maintain, have been fulfilled much more adequately by 
the German scholar in England than by the English scholar 
in Germany. Nor is it at all likely that this unfavourable 
comparison could be justified by the claim that German re- 
search has much to learn about England, while England has 
little to learn about Germany. There is no basis of fact to 
warrant such an excuse, which must be relegated to the category 
of things ‘‘that every Englishman knows about Germany.”’ 


II 


It does not, however, fall within the scope of this article to 
follow out such a line of thought, and I propose to limit myself 
to economic questions. These, however, inevitably lead to 
wider issues as soon as they are considered in relation to the 
great problems which have led me to write this article. 

There is a widespread fallacy which is to be met in England 
and America as well as on the Continent—which has indeed 
gained credence all over the world. This is the identification 
of political with economic liberty, the popular view that the 
two are closely connected and mutually interdependent. An 
illusion this, which is effectually dispelled whenever a French- 
man, German, or Italian lives through his first Sunday in 
England, or, better still, in Scotland, and finds himself bereft, 
in this home of liberty, of all means of satisfying the elementary 
No. 66.—VoL. XVII. O 

















182 THE ECONOMIC JOURNAL [JUNE 


human need of meat and drink. How often have these disap- 
pointed men exclaimed in indignation: ‘‘ And this is called a 
free country !”’ 

And yet England deservedly called itself a free country at a 
time when, besides the old Puritan Sabbath, restrictions very 
different in severity from those of to-day limited the freedom 
of economic life. Still, this country, with its traditional liberty, 
adapted itself very successfully to the far-reaching new restric- 
tions which limit economic freedom in the British Empire of 
to-day. A state of things which leads us to the conclusion that 
political liberty varies inversely with economic liberty, or, at 
any rate, that the former paves the way for the restriction of 
the latter. 

The fact is that political and economic liberty are essentially 
dissimilar. The most complete recognition of this truth is ex- 
pressed by the ‘‘ free democratic state’’ of Marx and Engels’ 
communistic manifesto. Here we have thoroughgoing political 
liberty in conjunction with the most extreme restrictions of 
economic liberty ; political power of the social democratic order 
absolutely vested in the state, while the individual as such is 
deprived of all initiative in the economic sense. ‘This abstract 
combination, however, only serves to emphasise the dissimilarity 
of the two conceptions. There is, indeed, a point where it 
becomes clear that they have a common root. The Utopian 
element in Marx’s ‘‘free democratic state’’ is this supreme 
power vested in a free people. What are the facts as compared 
with the theorist’s Utopia? What is the lesson taught by the 
experience of English politics, or by the history of the Swiss 
Canton? 

There is in all ages and in all places an enduring and un- 
avoidable conflict between individual liberty and political power. 
No community, however small, can dispense with some form 
of rule to which every man must submit; but, on the other 
hand, each individual free citizen would like to impose his will 
on the community. An ordered state, therefore, can only exist 
in virtue of a compromise between rule and liberty. In the 
primitive communities of the Germans, as described by Tacitus, 
we find all the power in the hands of distinguished clans and 
popularly elected leaders. Where the political constitution of a 
state approximates to this primitive arrangement, where the 
conditions are simple and the tasks of the government modest, 
there is in consequence little opportunity for the development 
of the ruling function, and the opposition between political rule 
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and economic freedom is correspondingly inconspicuous. Hence 
the affinity of Switzerland, more especially of its ancient 
characteristic cantons, to these primitive conditions. Here there 
is no royalty and no professional official class. The people still 
assemble, according to the old custom, in the open air on speci- 
fied days in the year; settle their laws and elect their leaders, 
whom they prefer to choose from a good old stock. Even the 
judges of to-day are usually not lawyers of erudition, but simply 
men chosen from the people. But even here the increase in 
the magnitude of public affairs has wrought a change, which, 
in the larger and more modern cantons, and, moreover, in the 
associated Federal State, might almost be called a transforma- 
tion. One of the most characteristic features of the new régime 
is the creation of an official class, or, as it is often disparagingly 
called, a bureaucracy. As soon as public affairs attain a certain 
degree of importance, difficulty, and complexity, they require 
for their direction men of experience, trained for the purpose 
and exclusively devoted to them. The man elected from the 
people no longer suffices : he lacks the necessary time and indis- 
pensable equipment ; often, too, he has not the mental and moral 
calibre requisite for the post. 

Si parva licet componere magnis, the course of events in 
England has been very similar to that of Switzerland. Both 
nations cherish the indestructible Teutonic ideal of freedom in 
a very high degree, both struggled long and successfully against 
the modern conception of the state, with its regulative func- 
tions. ‘This similarity is borne out by their institutions. In 
England also the central power, unlike that of most Continental 
countries, was limited to a minimum of activities, while the 
ancient freedom of the community lived on under the form of 
local self-government. Between the two, however, there re- 
mained a gap, which was gradually filled up by the sphere of 
private effort and free enterprise in the economic sense of the 
term. Every new invention widened the sphere and increased 
the importance of the achievements of private enterprise. High- 
roads, canals, railways, telegraphs and telephones, waterworks 
and gasworks, and many other works of public utility all come 
under this head. There was a widespread conviction at the 
time, not in England alone but also in Germany and elsewhere, 
that this joint harmonious reign of political liberty and laissez 
faire ensured the best of all possible conditions in this best of 
all possible worlds. The prevailing view met with its first chal- 
lenge in England at a comparatively early stage of its exist- 
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ence, and it was the progress of English economic development 
which provoked this criticism. The duties of modern society 
increased at a rapid rate, and the resources of the old institutions 
and the old self-government proved themselves correspondingly 
inadequate. 

This was most clearly revealed by the factory legislation of 
this country, where, if anywhere, the inadequacy of the old 
English system of local self-government met with its most em- 
phatic condemnation. The law itself during about thirty 
years, so long as it was administered by the local autho- 
rities (in accordance with the law of 1802 which entrusted the 
Justices of the Peace with the appointment of Visitors), 
remained practically a dead letter. The creation of factory in- 
spectors by the Act of 1833—a real boon to the nation—trans- 
formed it into a living power. ‘There is no denying that this 
was and is an institution of the bureaucratic type, and it was 
precisely in proportion as the inspector grew more of a bureau- 
crat instead of being the mere irresponsible holder of an honorary 
appointment, that he became an important and effective instru- 
ment for social reform. ‘The new official was appointed at 
headquarters and endowed with powers which involved a whole- 
sale encroachment on the rights of private property; his office 
was organised as a great self-contained authority with increas- 
ingly extensive jurisdiction. In short, this specimen of new 
English bureaucracy was a fitting model for the kind of institu- 
tion which a modern state requires, whether that state be 
England or any other. This is all the more remarkable that the 
policy thus entered on by England had long since been adopted 
by Continental nations. But—and this is particularly instruc- 
tive—it was by no means in conscious imitation of Continental 
institutions that England adopted this policy. Such a course 
would, as everyone knows, be quite inconsistent with her usual 
custom. She was driven into action by sheer necessity, for 
factory inspection is a conditio sine qua non of effective 
factory legislation. The new institution was, so to speak, the 
spontaneous expression of forces inherent in the old conditions. 
Further, it was so entirely successful in England that it became 
the model for the rest of the world, including even those 
countries which were themselves more experienced in the 
creation of bureaucratic offices. Even Marx rendered full 
justice to the services and successes of England’s factory in- 
spectors. Nay, more, the admiring tribute which he pays to 
the leading inspectors betrays him into heresy on his own 
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ground, and in view of these men’s work he admits that social 
reform is not impossible within the limits of the social organisa- 
tion of to-day. 

The success of bureaucracy in furthering the cause of social 
peace in England would be all the more remarkable if we could 
grant that, as has lately been contended, ‘‘in Germany the 
dominion of bureaucracy “has combined with other causes to 
develop a bitter class hatred, and to make occasionally social 
order depend on the willingness of soldiers to fire on citizens.’’ 
The facts have proved that bureaucracy, when not combined 
with other causes, produces the very opposite of bitter class 
hatred. As regards these other causes, and the existence of 
bitter class hatred in Germany, we are scarcely competent to 
pass judgment without a very exact knowledge of German con- 
ditions, and it is difficult to find a thermometer which shal] 
accurately register the various degrees of class hatred in England, 
Germany, France, and Italy. . 

But, to return to facts, there are other bureaucratic institu- 
tions in England besides factory inspection which have made 
good their claim to the title of aids to the cause of social order. 
For the last fifty years, the working classes have included in 
their programme a demand for stipendiary magistrates in lieu 
of the justices of the peace, who are a survival of the old self- 
government, because these, in their opinion, are indelibly tainted 
with class prejudice. It is these and not the bureaucratic 
stipendiary magistrates, who, by their verdicts in cases of in- 
dustrial disputes, have stirred up bitter class hatred in the 
hearts of the English working classes. But what, after all, is 
the stipendiary magistrate if not the exact equivalent of the 
German Amtsrichter, who has existed under a succession of 
different names for several centuries? What is he but a typical 
bureaucrat, a member of the professional official class as dis- 
tinguished from the old representative of self-government? 

A long series of instances, besides, serves to prove that 
England is being driven more and more to recast her ancient 
institutions in what we may call the Continental bureaucratic 
mould. The new movement in the direction of Municipal 
Socialism is, if anything, a tardy transformation of those local 
institutions which have so long been regarded as typically 
English, into something partaking of the spirit of German 
national and municipal administration. The old glory of chaotic 
water companies, gas light companies, &c., is making way for 
the uniform rule of town or county council; the tramways and 












186 THE ECONOMIC JOURNAL [JUNE 


many similar concerns are passing from the joint-stock com- 
panies that controlled them into the realm of public affairs. 
Where a town is permeated by the democratic spirit the change 
is correspondingly thoroughgoing. Telegraphs have long since 
gone the same way, but telephones must work out their lengthy 
period of chaotic private effort in the good old English fashion 
before they reach their fate. The great Savings Bank Depart- 
ment of the Post Office was instituted by the same statesman 
who brought the telegraph within its jurisdiction. 

Further, in 1844—and again it was Gladstone who was 
largely responsible for this measure—an exhaustive Parlia- 
mentary inquiry into the railway system resulted in a scheme 
for abolishing the tyranny of the railway companies by means 
of nationalisation, and a Bill was actually carried for the 
purchase of the lines by the State. The attempt eventually 
fell through—a consummation which I personally cannot regard 
as a mere manifestation of higher wisdom on the part of the 
country. 

And how very narrowly compulsory education escaped the 
epithet bureaucratic in the disparaging sense until it found a 
place of safety in the statute-book. What a brusque inroad into 
the sanctuary of the family, into the liberty of parents and 
children! And yet the deed was done and had to be done. It 
was but another inevitable step in the same direction as factory 
legislation, a measure of social reform which Germany had 
long since adopted. 

The above examples are, I think, sufficient for my purpose, 
and it needs no gift of prophecy to venture the opinion that the 
future will make these instances increasingly numerous and 


effective. 
III 


We pass to the consideration of Germany. 

There existed in Continental states, and more especially in 
France and Germany, long before the Revolution of 1789, a 
form of administration which has since been popularly called 
bureaucratic. The bureaucracy, in Germany known as the 
‘* Beamtentum,’’ was a class of salaried officials who devoted 
their lives to the service of the state. They usually held the 
judicial and administrative offices of the country; they were 
specially trained for this service in the school of Roman law, 
and the consideration attaching to such training has to this day 
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provided them with the external equipment necessary for the 
discharge of the duties of most of the offices concerned. In 
some countries, as for instance in France, the legal profession de- 
veloped a hereditary nobility of its own. On the other hand, 
when the great Revolution challenged the entire constitution 
of society, this branch of the administration shared in the general 
disfavour. It was no less a person than Baron vom Stein, the 
great Prussian political reformer of the age, an enthusiastic 
admirer of the old English form of administration, who wished 
to restrict the activity of the official bureaucracy to the narrowest 
possible limits, and substitute for it the self-government of the 
property-owning classes. He taxed the bureaucracy with every 
fault that has ever been laid at its doors. He wished to fill its 
place with men who took an active share in practical life, so 
as to infuse a stirring, creative spirit, and a diversity of 
opinions and feelings taken from the rich manifold of nature, 
into the administration of the country. Participation in public 
affairs should be for men what educational institutions were for 
children—a school of public spirit. A manufacturer or a mer- 
chant, thought Stein, should be capable of discharging the duties 
of mayoralty in addition to the prosecution of his own business. 

These ideas have attained fruition in the administration of 
Prussian and German towns during the past hundred years, to 
a much more modest extent, however, than the great reformer 
intended. The professional official has become more and more 
indispensable in the course of the past century, and it is precisely 
in the German city administrations that the class has most 
steadily increased, both in numbers and in range of influence. 
The change, as might have been expected, has been most 
marked in the last decades. Even a hundred years ago it was 
only in a very small town that a busy merchant’s or manufac- 
turer’s leisure could suffice for the adequate fulfilment of the 
mayor’s official duties. But since then public affairs have grown 
so much in extent and complexity, the towns themselves have 
increased so much in size that the majority, especially the 
larger ones among them, have developed a kind of new municipal 
bureaucracy, without which they could not exist at all. The 
intensity of the work of administration and the addition of a 
series of new and special duties call for men specially trained 
for, or at least completely devoted to, their fulfilment. These 
men form the backbone of the administration, and it is only in 
the supplementary and controlling elements that there is room 
for the type of administrator dreamt of by Stein. This applies 















188 THE ECONOMIC JOURNAL [JUNE 


to towns numbering from two million to five hundred thousand 
inhabitants. It applies equally to populations of a hundred 
thousand to five thousand, or even less. In short, Stein’s ideal 
is completely realised only in the chief of a village community 
or of a very small town. 

And what of the men themselves who compose this bureau- 
cracy, national or local? Looking at their moral qualities, their 
integrity, and their standard of duty, we may say that Germany 
can be justly proud of them as a class. This has quite recently 
been most emphatically admitted by The Economist with refer- 
ence to some events of a doubtful character which had occurred 
in the administration of some English towns. The faults here 
are due to lack of suitable training for the office—a fact to which 
I have often drawn attention. The best example in this respect 
is to be found in Germany itself, and a comparison of the smaller 
states with Prussia will reveal the superiority of the former. 

The main question, however, must be whether the defects 
necessarily inherent in bureaucracy as such can in any way be 
avoided ? 

The most easily remedied are those which depend on the 
disposition of the individual critic—those which, as a matter of 
fact, do not exist at all. I am referring to a variety of things 
observed in England. There is no place in the world, with the 
solitary exception of Russia (where, however, the tyranny of 
the Customs officer is mitigated by his corruptibility), where I 
have suffered so painful a control of Customs as in England. 
If an Englishman’s luggage were overhauled by a German 
Customs officer with anything like the thoroughness which I 
have repeatedly experienced at the hands of the British official, 
he would probably ascribe this to the German bureaucracy. 
Personally I call it devotion to law and duty, and I admire the 
English official, while I cannot by any means count the usually 
slack procedure of the German inspector—however much it may 
conduce to my private comfort—as an advantage which we owe 
to our institutions. 

It would be a pity to let private opinions and prejudices 
enhance the drawbacks inseparable from any form of bureau- 
cracy. Since the whole trend of our development in Germany 
as in England inevitably makes for increased public responsi- 
bilities, we cannot hope to escape whatever drawbacks are inci- 
dental to this state of affairs. If we agree on any point with 
Marx, it is with his prophecy of increasing concentra- 
tion of certain branches of production into giant concerns, 
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and of the growing supremacy of the few in the indus- 
trial community. There exists a theory—a beautiful dream— 
to the effect that some institution might be devised to steer a 
middle course between the uncompromising extremes of 
Government interference and laissez faire. The theory was even 
quite recently discussed by German economists. All that such 
an arrangement appears to require is a constant supply of noble- 
minded persons who shall combine in themselves the advan- 
tages of both alternatives while avoiding all the defects inci- 
dental to either. The dream has its uses, for it draws attention 
to the importance of the ethical considerations which lie at 
the root of all questions of social organisation. But in practice 
we are met by the problem of finding the kind of men whom 
the theory requires—a difficulty which, in’ the present age, ap- 
pears quite insuperable. And it is, therefore, particularly to be 
desired that we should not take up our positions on this high 
ideal platform, and from this point of vantage proceed to under- 
value the actual and attainable, and to emphasise the drawbacks 
of the existing state of affairs. 

And when a state is so organised as to reap the benefits of 
modern methods of government more rapidly and effectively 
than we do, it is hardly fair to judge it with a bias that will 
make its virtues appear necessities, in order that we may exalt 
the necessities of our own administration into virtues. The 
criticisms passed on Germany by her neighbours, the favourite 
parallel of her institutions with those of Russia, a parallel which 
goes no deeper than the similarity between the names Russia 
and Prussia, the vulgar prejudice against the lack of liberty of 
the German constitution, the coining of the popular term of 
disparagement bureaucracy—all these are manifestations of 
the general ignorance that exists on the subject of German 
administrative institutions. And there is another error closely 
connected with the above-mentioned prejudices. It is generally 
supposed that a highly-developed system of government regu- 
lation of economic affairs argues the existence of ancient bureau- 
cratic traditions. A striking example proves the very reverse. 
We know how far Switzerland is from possessing bureau- 
cratic traditions ; how, on the contrary, the particulars in which 
she differs most conspicuously from the other civilised nations 
of to-day present all the characteristic features of a medieval 
constitution surviving in a modern world. Here are twenty-six 
sovereign states, which taken together would hardly make up 
what we are accustomed to call a small European state ; twenty- 
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six tiny, democratic, self-governing communities, clinging 
tenaciously to their independence in face of the overwhelming 
force of modern tendencies. But already the needs of the pre- 
sent day have set a limit to this uncompromising attitude. For 
a great part this remarkable collection of cantons of the 
smallest dimensions is as irrevocably committed to modern 
economic conditions—to international intercourse, trade, and 
industry, technical ability and capital enterprise, as any other 
modern state, however different in size. This modern side of 
the Swiss national life cannot dispense with political institu- 
tions which are in themselves as inconsistent as possible with 
the ancient self-government of the small cantons. If the 
German Empire had from the outset a common factory law, 
a similar uniformity is all the more indispensable for the small 
industrial cantons of Switzerland. Granted that an Imperial 
railway system would be suitable for Germany—and a great 
step in this direction has already been effected during the last 
thirty years by the organisation of the Prussian and other state 
lines—a uniform system of federal railways is certainly the best 
service for the much smaller area covered by the Federal State of 
Switzerland. In the efforts which, during the last ten years, 
have brought this reform of the Swiss railway system to a happy 
consummation, we have a wonderful instanze of a central insti- 
tution, which was really adapted to the needs of the country, 
making successful headway against the opposing stream of the 
centrifugal tendencies of the canton. It was a reform modelled 
on the Prussian and German State railways—a new bureaucratic 
measure grafted on to the modern economic progress of a demo- 
cracy of the most ancient type. For half a century Switzerland 
had been struggling with a laissez faire railway policy ; new laws 
had been constantly passed to bring the service into line with 
the requirements of the traffic and the population. The small- 
ness of the cantons had from the outset made effective control 
over the companies impossible. Only the Federal State could 
hope to take the matter seriously in hand. As, however, the 
regulations which it imposed failed, after many experiments, 
to give satisfaction, Switzerland eventually followed the policy 
which the German states had already adopted. The railways 
were taken out of the hands of the companies and placed under 
the control of the Union. 

I have never observed any signs of discontent on the part 
of the Swiss with their new railway bureaucracy. And, indeed, 
it has occurred to me that any form of bureaucracy is most 
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loudly condemned by the country which does not happen to 
possess it. In England the eminently bureaucratic character 
of the Post Office constitutes no grievance, and I have not heard 
that anyone would wish to return to a laissez faire policy 
in this connection. Even the verdict of an orthodox in- 
dividualist like M. Leroy Beaulieu was given as long ago as 
the publication of his Traité des Finances in favour of the 
French Government tobacco monopoly. And yet, when it was 
proposed at the same period to introduce a similar measure 
into the German Reichstag, there was much opposition from a 
party unfavourable to bureaucratic legislation. Whenever an 
institution really meets the needs of the population, habit tends 
to familiarise and custom to endear it to those who live under 
its rule. And the knowledge that it probably represents the 
least evil possible in the circumstances tempers the criticisms 
that naturally assail its drawbacks. 

An opportunity will perhaps present itself of dealing more 
fully with this important subject. So far I have treated it in 
bare outline, and can only hope that the sketch which I have 
drawn may give some indication of the problem at issue. 

GusTAv COHN 
University of Géttingen. 















ECONOMIC LITERATURE IN FRANCE AT THE 
BEGINNING OF THE TWENTIETH CENTURY. 


In an article which I contributed seventeen years ago to an 
American review! on economic teaching in France, I regret- 
fully concluded that economic science, so brilliantly inaugurated 
in France by the Physiocrats, had not maintained the level 
which might fairly have been anticipated for it. I concluded, 
however, with the hope that the nineteenth century would not 
close before the ancient tree had put forth new blossoms, and 
the Physiocrats had lived again in descendants worthy of them. 

That hope has so far not been realised. The nineteenth 
century has given place to the twentieth, without bringing any 
renascence worthy of the name. We have looked in vain, these 
last fifteen years in France, for instance, for any new school 
making a stir in the world like the Austrian school, or for any 
individual achievement as masterly as those of Professors Mar- 
shall and Schmoller, or for an enthusiasm in the study of pure 
economics rivalling that manifested in the American universities. 

This is no evidence of the lack of distinguished economists 
‘in France. It only goes to show that the causes of the relative 
sterility in the scientific output of France during the latter 
half of the nineteenth century are, unfortunately, still operative, 
and also that the new elements, which suffer us to augur better 
things for the future, have not yet produced their effects. 1 
shall try here, not so much to give a complete biographical 
review of French economic literature of to-day, as to point out 
the different currents among which we may distinguish the 
economic movement of our country, and which might prove more 
or less baffling to a foreigner. 


1 «The Economic Schools and the teaching of Political Economy in France,” 
Political Science Quarterly, 1890, vol. 4. 
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I 


The centre, the nucleus, the temple of economic science in 
France has long been ‘‘1’Institut.’”’ This it is which has main- 
tained intact, during the whole of the nineteenth century, 
against every wind of adverse doctrine and the Germanic in- 
vasion, the pure traditions of the French ‘‘ Liberal School.’’ 
Quite recently even, in one of the Saturday weekly séances, 
and by the mouth of certain of its most authoritative members, 
it has declared its loyalty to the old flag. 

It has lost many eminent members during the last ten years : 
Courcelle-Seneuil, Léon Say, Maurice Block, Baudrillart, 
Juglar. And there are doubtless differing shades in the opinions 
held by the eight members actually composing the economics 
section,? and yet greater differences between them and their 
predecessors in that section. They are more or less hostile to 
intervention, to protectionism, to socialism. Regarded, however, 
from some distance, these shades of difference become merged 
in a remarkable unity of tone. 

This much may nevertheless be said, that, from the point 
of view of method, a certain transformation has taken place, in 
that the majority of the members of the Institute have pro- 
fessed their adhesion to the realistic school. Not all have re- 
tained the stern opposition of the doyen of the Liberal School, 
M. de Molinari, who for sixty years has valiantly upheld the 
doctrine of absolutely free trade, and who has so long lived in 
Paris that, in spite of his Belgian nationality, we may claim 
him as a Frenchman. At over eighty years of age he has just 
published his twenty-sixth book, Questions Economiques 4 
U’Ordre du jour (1906). 

For the most part they remain faithful to the Liberal theory, 
not, they say, through any a priori principles, but because ob- 
servation of facts daily proves its truth. This categorical 
affirmation finds notable expression in a book published 


1M. Paul Leroy Beaulieu says, ‘‘ We protest against such appellations as 
‘ Orthodox School ’ and ‘Classical School.’ We claim only the honour of calling 
ourselves ‘the Liberal School.’”—Report of the Academy of Moral and Political 
Science, 1906, p. 103. 

2 MM. Levasseur, Frédéric Passy, P. Leroy Beaulieu, Stourm, de Foville, 
Cheysson, d’Kichtal, Beauregard, and among the “ free” members, the econcmists, 
MM. Rostand and Villey. Among foreign correspondents there are only two who 
belong to the Institute, M. Luzzatti, as free member, and M. de Molinari, as 
corresponding member. 
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last year by a newly-elected member of the Institute.! 
MM. Leroy Beaulieu and Levasseur have frequently given 
expression to it. 

It is precisely this method which has inspired the most note- 
worthy book published by a member of the Institute in the 
middle of this last decade, viz., l’Histoire des Classes Ouvriéres 
et de I’ Industrie en France, in four volumes, by M. Levasseur.” 
Quite recently the Société d’Economie Politique, of which M. 
Levasseur is president, celebrated both the completion of his 
great work and the jubilee of his membership of the Society by 
presenting him with a medal engraved with his portrait, and 
this device, which is nothing if not true: nthil in studtis 
intentatum reliquit. The motto is eminently suitable for a pro- 
fessor who has lectured, simultaneously and with equal success, 
on political economy, statistics, economic history, and economic 
geography. We may also quote his L’Ouvrier Américain (2 vols., 
1898), the results of investigations made in situ, and to the 
accuracy of which the Americans have rendered tribute; and 
also the little book on La Monnaie, written by M. de Foville, 
a work in which this gifted statistician, ex-director of the Paris 
Mint (Hétel des Monnaies), has successfully rediscoursed on a 
theme which seemed to have been exhausted by such illustrious 
economists as Michel-Chevalier and Stanley Jevons. 

M. Leroy-Beaulieu has published no new book since his 
l’Etat moderne of 1890. For that matter he has been fully 
occupied in revising the numerous fresh editions of his earlier 
works which have become classics. M. Stourm is similarly 
engaged on his well-known books on taxation and the Budget. 

Beyond the books we have just quoted, the literary produc- 
tion of the Institute has not been at all prolific during the last 
few years. This is not owing to enfeebled activity in its 
members, least of all in the veterans, but because it spent 
itself in action rather than in meditation, partly along lines of 
social work,? partly in journalism or politics.4 This is, after 
all, a very general tendency among French economists and one 
that is obviously little favourable to the advance of the science. 
But it is not easy for anyone to resist the tendency, still less 
so when one belongs to the Institute and is pressed on every side. 

1M. d’ Eichtal, in La Formation des richesses et ses conditions sociales actuelles. 
Notes d’ Economie politique. 
? The first edition appeared, in two vols., in 1867, but the book has been entirely 


rewritten. 
3 E.g.,MM. Cheysson and Frédéric Passy, the venerated apostle of the Peace 
movement. 4 £.g., MM. P. Leroy-Beaulieu and Beauregard, 
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But the influence of the Institute on economic literature is 
not limited to the productions of its members. It reaches far 
beyond that. This little group of the economic section of the 
Academy of Moral and Political Sciences should be conceived as 
a central area surrounded by two concentric circles, that of the 
candidates, then that of the laureates. 

The circle of candidates consists of those who aspire to 
become, at some time or other—it may be only at the close of 
their life—members of the Institute. Now there are few 
Frenchmen who can mix in economics, literature, research, or 
art, without cherishing the dream of “‘ belonging to the Insti- 
tute.’’ It is not because this position involves any great 
pecuniary advantages,’ but in the public eye it does bestow 
an indisputable brevet of science which is a crown to fame 
already won, and a good substitute, if it be not yet won. And 
those who aspire to be members must evidently hold ideas more 
or less in common one with another. The Institute is a com- 
pany recruited by co-option, as are scientific societies generally, 
but with this difference from learned societies in other countries 
who themselves designate the individuals they judge most worthy 
to do them honour, that the Academy only votes for those who 
have canvassed for those votes by a visit in person to every one 
of its members-—forty visits, that is, for the Academy of Moral 
and Political Sciences. And as it seldom happens that a candi- 
date gets in the first time, he has to repeat his campaign at 
every fresh vacancy, it may be five or six times, it may be for 
the remainder of his life. This convention, which at first sight 
seems somewhat humiliating, is explained historically by the 
fact that the Academy used to be, and wishes to remain, a 
salon,’’ where there is conversation but not disputation, a 
gathering of pleasant company, where each person is safe to 
meet only his own set. It is easy to see that this tradition is 
sufficient to keep away all who might threaten to import a dis- 
cordant note into this concert.” 


ee 


1 The members of the Institute are entitled only to 1,200 francs, besides which 
there are allowances for attendance of different amounts, the average total of which 
does not exceed 600 francs annually. Professors advanced in years have the advan- 
tage of their year of age-limit being postponed from 70 to 75. 

2 And generally speaking, it is a point of honour with the Institute to maintain 
its reputation as the guardian of sound doctrine. At the annual meeting, a few 
years ago, of the Academy of Moral and Political Science, M. Dareste, the President, 
defined the functions of the Academy as follows :—“ Torches are these lit to guide 
those who walk in darkness, to bring back into the right road those who have gone 
astray, to suffer no wastage of force and to make all efforts converge to one goal. 
There is in sooth no lack of goodwill, and free inquiry is open to all; but what 
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This ‘‘set’’ gravitating about the Institute is a little world 
of some dimensions, comprising many economists of distinction. 
Among these it is fitting that we name M. Colson, engineer 
and Conseiller d’Etat, author of a Cours d’ Economie Politique 
in four volumes, the first of which appeared in 1901, and 
the last of which is yet to come. It is the most important 
treatise of political economy published in the French lan- 
guage since those of MM. Cauwés in 1881 and Leroy- 
Beaulieu in 1896. M. Colson also belongs to the Liberal school, 
but if his duties in the greatest administrative council of the 
Republic have not made a State Socialist of him, they have at 
least kept him out of extreme Liberalism. In other respects the 
book derives great practical value from the author’s high com- 
petence in questions of administration, especially in railway 
matters. Besides this, M. Colson, having studied mathematics 
as an engineer, has been able to give a summary exposition 
of the essential propositions of the mathematical school of 
economists. This had not yet been done in any didactic treatise 
of political economy written by a Frenchman. 

Mention may further be made, among academicians in spe, 
of M. Octave Noél, author of an Histoire du Commerce de la 
France, of M. Liesse, who has published an interesting work on 
Le Travail, and, more recently, one on La Statistique, and also 
of MM. Neymark, Raffalovich, and Raphael Georges Lévy. The 
last three have devoted themselves more especially to financial 
questions. There is also M. de Rousiers, author of several books, 
notably Le Trade Unionisme en Angleterre and Les Syndicats 
industriels de producteurs (1.e., Trusts), not to mention many 
others who are not yet established as candidates, but whose turn 
is to come. 

Besides these, there is, as I have said above, the group of 
lauréats, that is to say, of those who have competed in some 
one of the numerous subjects set each year by the Academy and 
have obtained a prize. These are mostly younger men, though 
some there are who enter for these prizes at no matter what 
age. It is needless to enumerate them here, and we will only 
mention the books written by M. Pierre Leroy-Beaulieu,' son 


wrong moves, what failures, what collapse was not prevented by the presence of the 
Academy showing the way to go!” 

1 The reader must guard against the mistake, often made abroad, and even in 
France (recently in this very Journal), of confusing this gentleman with his father, 
Paul Leroy-Beaulieu, or with his uncle, Anatole Leroy-Beaulieu, director of the 
fcole libre des Science, Politiques, and author of a fine work on Russia (l’Empire 
des Tzars). Not that this confusion has at all hindered the success of his books. 
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of the well-known economist, and by M. André Siegfried, son of 
the deputy and ex-Minister of Commerce. These gentlemen have 
gone round the world and gathered material for several descriptive 
works, the former having written on the new Anglo-Saxon 
expansions and on ‘‘The United States in the Twentieth 
Century,’ the latter on ‘‘ Democracy in New Zealand’’ and on 
Canada. These books have been very well received. 

Outside the zone of those who are directly connected with 
the Institute, the Liberal school has remained the ruling spirit 
also in certain learned societies, especially in the Société 
d’ Economie Politique, to which we have already alluded. This 
was founded nearly sixty years ago, and its annals constitute 
the most complete repertory of the history of the Liberal school 
of economics in France. A frequent contributor is M. Yves 
Guyot, an economist well known in England as the author of 
a number of works of an ultra-individualistic character.! He is 
the only one among the leaders of the Liberal school who has 
voluntarily remained outside the Institute. 

The school is dominant, moreover, in some of the leading 
newspapers—Le Temps, Les Debats, La Revue des Deux 
Mondes—through which it exercises a very positive influence on 
the wealthy and educated public, on the upper middle class. And 
its influence, one may say, is no less felt in the Ecole libre 
des Sciences Politiques, with MM. Stourm, Cheysson, de 
Foville, &c.? 

Finally, and it may be to complete this study in outline of 
those circles governed by the Liberal school, it would be fitting 
to name the Musée Social. And yet there might be room for 
doubt on this point. It is true that its Director, M. Mabilleau, 
the leader and indefatigable spokesman of the French ‘‘ Mutual- 
ist ’’ movement, is a candidate for the Institute, and again, that 
among its most influential officers are two members of the 
Institute, MM. Cheysson and Georges Picot. On the other 
hand, several of the leading members of the staff of the 
Musée belong rather to the Catholic school of Le Play, and 
there is a clearly accentuated tone of interventionism in their 
publications. It would, for that matter, be inconsistent to find 
an institution like this founded expressly for the propagation of 
works of social reform, mutual aid, co-operation, trade-unionism, 


1 The last one published (1903) is Les Conflits du Travail et leur Solution. 
This school, founded in 1872 through the individual initiative of Boutmy, 
attracts a number of students from France and other countries, who are training 
themselves for administration and diplomatic careers, 
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workmen’s dwellings, hygiene, and protection of labour, pro- 
fessing strictly the doctrine of laisser-faire. To say the truth, the 
Musée Social has, so far, guarded well its scientific indepen- 
dence, and shown an open door to all who, without distinction of 
schools, are endeavouring, in the words of its programme, “‘ to 
ameliorate the material and moral situation of the worker.’’! 

The numerous group of economists following the school 
called Le Play, the centenary of which was celebrated last year, 
approximates so far to the Liberal school that, of some among 
them, M. Cheysson for instance, it is difficult to say to which 
they more properly belong. The Le Play school is distinguish- 
able from the Liberal school only in its being more earnestly 
occupied about moral laws, more actively concerned in the 
matter of social reforms (the title Le Play gave his principal 
work, La Réforme Sociale, is well known), and in its stricter 
application of the method of observation. But it makes com- 
mon cause with the Liberal school in opposing State Socialism 
as well as all other Socialistic denominations, and in exalting 
self-help. For that matter the Le Play school has split in two. 
One section, with the review La Réforme Sociale as its organ, 
has strongly conservative tendencies, and strives especially to 
uphold family, paternal authority, and the home.? The other, 
having as its organ the review La Science Sociale, and as its 
leader M. Demolins, well known by his book La Supériorité 
des Anglo-Saxons and several other works, not inferior in bril- 
liancy, but less unrestrained in paradox.® This latter section 
has carried to its furthest issues the idea, now quite ancient, 
of the influence of climate and geographical position on the 
whole economic, political, and social development of nations. 
And it has fashioned to its own uses a nomenclature and a 
system of classification of social phenomena, to which it at- 


1 The Musée Social was founded in 1894 through a donation of the Count de 
Chambrun. Over and above its double monthly publications, the Annales and the 
Mémoires et Docwments, it has produced, either directly by the pen of its staff-leaders, 
or indirectly by the lectures and ‘‘ missions” it has organised, a great number of 
books. We need only mention those by M. de Seilhac, Les Syndicats ouvriers et 
Bourses du Travail (1902) and Les Marins-pécheurs (1899); those by M. de 
Rocquigny, Les Syndicats agricoles et leur cuvre (1899) and Le Prolétariat 
rural en Italie (1904); that by M. Martin St. Léon, Le Compagnonnage ; that by 
M. Merlin, La Participation aux Bénéfices (1898), and his very useful Guide Social 
@ Paris (1906) ; that by M. André Sayou, La Crise Allemande de 1902 (1903) ; and 
that by M. Benoit Levy, La Cité Jardin (Angleterre, 1904 ; Etats-Unis, 1905). 

2 One of its leading representatives who died some ten years ago was Claude 
Jannet, author of Le Socialisme d’Etat et la Réforme Sociale (1890) and Le Capital, 
la Spéculation et la Finance (1892). 

3 As, for instance, one of the most recent :—Les routes forment les peuples (1901). 
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taches a degree of scientific importance that is somewhat exag- 
gerated. 

Le Play, as we know, inaugurated in 1856 the monograph 
of working-class families, according to the budget of their ex- 
penditure and income, which has become a method of investi- 
gation now generally employed in all countries. The publica- 
tion of these monographs has gone on regularly ever since under 
the auspices of the Société d’Economie Sociale, and they 
number at the present day upwards of a hundred. But we also 
owe some excellent books to this method of detailed observation ; 
for example, M. du Maroussem on La Question Ouvrtére 
(1892, 1898), a very graphic monograph on the different 
forms of Parisian industry, especially home industry and large 
shops; also M. Bureau’s Le Contrat de Travail (1902) and 
Le Paysan des Fjords Norvégiens (1906); and again, M. 
Blondel’s L’Essor industriel et commercial du peuple allemand 
(8rd ed. 1900), which has had a well-deserved success; and 
perhaps also M. Bellom’s great work on Les Lois de l’ Assurance 
ouvricre a l’étranger (three vols. 1892-1900), although its ten- 
dency is more in favour of State action than is that of the 
Le Play school. 


II 


The Faculties of Law and the Institute are the two opposite 
poles of economic science in France. But the former is of 
recent date. It may be said to date only from 1878, an epoch 
when instruction in political economy received official stand- 
ing in the Faculties of Law, and was included in the programme 
for the examination of bachelor of laws. This instruction, at 
the outset, was limited to a single course of Faculty lectures for 
one year, but it has gradually been extended, at first by the 
institution of a doctor’s degree in economics, which has come 
to rank side by side with the old doctorate of laws, its curriculum 
including not only political economy but also the cognate studies 
of finance, labour legislation, rural economy, &c., and then, 
quite lately, by the inclusion of political economy in each of 
the three examinations for “‘licence,’’ and the creation of a 
proportionate number of lectures. So that, at the present day, 
in the Law Faculties, political economy or its cognate studies 
are taught by about forty professors to about 8,000 students, all 
of them future barristers, magistrates, civil servants, deputies, 
or professors. Here, then, is a very considerable force. The 
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Law Faculties have almost a monopoly of economic teaching ;! 
outside them only a very limited number of courses are given, 
where there are none but voluntary students. These courses 
are, for the most part, in the hands of economists of the In- 
stitute, or of those who aspire to become such.? But no one 
can teach in a Faculty of Law who has not taken his degree of 
doctor of laws, that is, has not studied law for five years. And, 
as I have just said, political economy has only recently re- 
ceived a place in the curriculum of these examinations, so that, 
with the exception of the junior professors of political economy, 
who have learnt something of the subject, all the other older 
men had learnt nothing but law down to the day when they 
began to teach economics. Consequently, they have all been 
imbued with the spirit of jurisprudence. They have learnt to 
study and regard civil laws rather than natural laws; they are 
more inclined to have recourse to the legislator and the State 
than to put faith in laisser-faire. 

Besides this, there has always been an antagonism, from the 
outset, between the economists of the Institute and those belong- 
ing to Faculties of Law, and this has been manifested by lively 
attacks proceeding from both sides. The first to set fire to the 
powder was M. Cauwés, then and still professor in the Faculty 
of Law at the University of Paris, when he published in 1879 
his Précis du Cours d’Economie Politique. This book made a 
sensation among economists, not only because the author declared 
himself a Protectionist, but especially because, following the 
example of the German school, then little known in France, he 
rejected all dogmatic methods, all inquiry into permanent and 
universal laws, and studied before everything national economy 
and legislation. In 1883 the publication of the Principes 
d’ Economie Politique by the present writer, and, in 1887, the 


1 Where we say Faculties of Law, other nations would say ‘‘the Universities.”’ 
The Law Faculties, in France, are a part of the Universities, but they form very 
distinct and autonomous sections, having no relations with other faculties, that is to 
say, with those of Arts, Science and Mediciue. 

2 We may mention the courses held at the Collége de France (by MM. Paul Leroy- 
Beaulieu and Levasseur), at the Conservatoire des Arts et Métiers, the Ecole des 
Mines, the Ecole des Ponts et Chaussées, the Ecole libre des Sciences Politiques, and 
at some schools of commerce. In the Faculties of Arts (which form part of the 
University) there is no course of political economy, but only some courses of sociology, 
and one course at the Sorbonne (the Faculty of Artsin Paris) on the history of social 
doctrins, given by M. Espinas. 

* The work was in two volumes, but the 3rd edition (1893), entitled Cowrs 
d’ Economie Politique, and containing, besides an exposition of principles, an analysis 
of economic legislation, numbers four bulky volumes. Although this last edition is 
now exhausted, the author has not brought out a later one. 
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founding of the Revue d’Economie Politique, as the organ of 
the professors of economics in the Faculties of Law, with the 
avowed programme of reaction against the doctrines of the 
optimist Liberal school, and the propagation of foreign, especially 
German economic schools,! completed the rupture. 

Nevertheless, it would not be correct to say that the rupture 
was absolutely general. Some of the Faculty professors have 
remained loyal to the Liberal school. Two of them have re- 
cently been made members of the Institute: M. Villey, pro- 
fessor at Caen, author of several works, and M. Beauregard, 
professor in the Law Faculty at Paris, at present member of the 
Chamber of Deputies, and editor of a journal of political economy 
Le Monde Economique, which is almost a facsimile of M. 
Paul Leroy-Beaulieu’s L’Hconomiste Francais. Other, less 
pronounced, adherents of the Liberal school are M. Souchon, 
professor of rural economy in the Law Faculty of Paris Univer- 
sity, author of well-written and well-substantiated books, one 
on La Propriété paysanne (1899), another on Les Cartels agri- 
coles en Allemagne (1903), and also some other younger pro- 
fessors, who have as yet only contributed to periodicals. These 
professors are members of the Société d’Economie named above, 
and took part last December in a discussion on the best method 
of teaching political economy. 

But the majority of the economists included in Faculties of 
Law must be considered as “‘interventionists,’’ to about the 
same degree as the German professors who used to be called 
socialists of the chair, and who now go by the name of the 
Realist school. They have taken an active share, during recent 
years, in elaborating labour legislation, especially through the 
Association for the Legal Protection of Labour, founded at Paris 
in 1900, and now made international in its scope. M. Cauwés 
is president of the French section.2, His general secretary is 
M. Jay, professor of industrial legislation in the Faculty of Law 
at the University of Paris, and author of several pamphlets on 
the organisation of labour, as well as of a book entitled La 
Protection légale des Travailleurs. M. Jay is a thorough State- 
Socialist, and goes so far as to wish to see a minimum wage 
fixed by law. M. Pic, professor in the Faculty of Law at Lyons, 


1 This propaganda of foreign methods of economics, too little known as it is in 
France, has been augmented by the publication of translations of the best works in 
the Bibliotheque Internationale d’ Economie Politique, published by MM. Giard et 
Briére. Professor Marshall’s treatise of political economy has just been translated 
for it by Sauvaire Jourdan, professor at Bordeaux. 

2 He hag just been succeeded by M, Millerand, 
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author of a bulky treatise on industrial legislation (2nd ed. 
1903), is a rather less pronounced Radical. 

The evolution of industry and its influence on the condition 
of the workers forms the object of some learned studies, among 
which we should mention that of M. Aftalion, professor of law 
at Lille, Sur la Fabrique et le Travail a domicile dans l’habille- 
ment (1906). 

The most noteworthy book which has been produced by the 
economists’ teaching in Faculties of Law during the present de- 
cade, the book which perhaps best gives the characteristic features 
of that teaching and the trye average opinion held in the univer- 
sities, is that set forth by M. Bourguin, professor in the Faculty 
of Law at the University of Paris, Les Systemes Socialistes 
et l’Evolution Economique (1st ed. 1904, 2nd ed. 1905), 
a book written in excellent if somewhat severer style than is 
usually found in French works. In the first part the author 
summarises the different solutions of the social problem which 
have been propounded. In the second part he inquires, through 
an examination of facts and figures, how far economic evolution 
seems to confirm or contradict these solutions. The conclusions 
he arrives at are not Socialistic, inasmuch as he believes in the 
permanence of individual property and of the wage system. 
They are not even in favour of State-action, for he denounces 
the vices of State Socialism, and even declares “‘it can render 
the most police-ridden country uninhabitable to political non- 
conformists.’’ But they are, for all that, quite democratic, and 
at the same time very scientific. 

Social and labour questions have proved so absorbing to the 
French professors that they have rather neglected the other 
branches of political economy, especially pure economics. It is a 
little humiliating to think that in the country of Cournot he 
has as yet no successors, or, worse still, that his sole successor, 
Walras, should have had no chair provided for him and have been 
compelled to become an exile and go to teach, from 1870 to 1900, 
his fine mathematical theorems of economic equilibrium at Lau- 
sanne, the result being that many are ignorant of his true 
nationality, and credit Switzerland with the honour of his name 
and his doctrines. M. Walras, who lives now in philosophic 
seclusion on the shores of the Lake of Geneva, at Clarens, has 
always ascribed his expatriation and the banishment of his doc- 
trines to the intolerance of the Institute. When he saw with 
pleasure economic teaching in France made part of the 
Faculties of Law, he hoped that they would prove a favour- 
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able soil for the study of pure economics. This hope has thus 
far not been realised. It is easy to understand why. As I have 
said already, the economists of the Law Faculties were more 
or less imbued with a legal spirit, and more attracted by prac- 
tical and actual questions than by abstract speculations on mar- 
ginal utility or the curves in supply and demand. In these they 
thought with suspicion that ‘they could smell a revival of clas- 
sical and Manchester doctrines. Besides, not one of them had 
ever learned mathematics. 

It should also be remembered that the instruction given by 
the professors in the Faculties of Law has perforce to be adapted 
to the subjects prescribed for examination. Now there is no pro- 
vision made in these for tests in mathematical economics, or even 
in pure economics, there being no practical object to be gained 
in these studies by the budding lawyers and statesmen whom 
the Law schools are concerned to train. 

Nevertheless, the situation is not quite hopeless. There 
may not yet be courses of pure economics in our universities, 
but there is, in every Faculty of Law, a course on the history 
of economic doctrines, and that is the gate by which the theories 
of the Austrian school are beginning, if slowly, to make their 
entry. In this teaching the history of the French mathematical 
school of economics will necessarily have a place, and then neither 
Cournot, nor Dupuit, nor Walras will be forgotten. Even now it 
is evident that the courses of historical doctrines are among those 
most eagerly taken up by the younger professors, and most 
keenly relished by students.1 And the latter select the sub- 
ject for their doctor’s theses mainly from this historical field. 
The French have ever been captivated by doctrines. This 
branch of instruction has not yet borne its full fruits, but there 
is already a goodly crop of monographs on earlier economists, 
the last that on Robert Owen (1907), by M. Dolléans, recently 
elected professor in the Faculty of Law at Lille, who is now 
preparing a history of Chartism. 

Possibly, too, the study of pure economics may find its way 
in by other gates than the Faculty of Law; for instance, by 
the Faculty of Science, if ever this be made to include a chair 
of mathematical economics, or, it may be, by some special school. 
Thus M. Landry, professor in the ‘‘ annexe’’ to the Sorbonne 


! We have already some books on the general history of doctrines, viz., by 
M. Rambaud, professor at the Catholic University of Lyon, by M. Espinas, professor 
at the Sorbonne, and by M. Dubois, professor in the Faculty of Law at Poitiers, 
of which one volume only has been published, 
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entitled the Ecole des Hautes-Etudes, has already started on 
this way by his book on L’Intérét du Capital (1904), which is 
occupied with the discussion of Béhm-Bawerk’s theory. 

The absence of works on pure economics is not the only 
deplorable gap in our economic literature. The study of facts 
and of institutions is not represented in anything like the extent 
which its importance demands, and falls far behind the corre- 
sponding literature in Germany, and even in England. A young 
lady student, who has recently come from Scotland to study 
some points in the economic history of France, has been telling 
me of her disappointment at what she found. And yet it is 
not that France lacks eminent historians. But it is partly due 
to an incredible mistake made in drawing up the programme 
for law examinations. Economic history has been forgotten, the 
result being that there is no chair, even in Paris, specially 
devoted to that subject! Hence our professors never have to 
teach it, and works published on this subject must be sought 
for outside the Faculties of Law.! We may, nevertheless, place 
on the active list of those Faculties the books of M. Germain 
Martin, professor at Dijon, on La Grande Industrie sous Louis 
XIV et sous Louis XV and on Les associations ouvriéres du 
XVIII* siécle (1901), as well as that by M. Bry, professor at 
Aix, Histoire industrielle et économique de l’Angleterre.? 

Questions of international trade, money, and banking, once 
so much debated, are now somewhat laid on the shelf in our 
universities. They are taught, of course, but they do not evoke 
many books. They are to be found rather among the works put 
forth by students of the Law Faculties and candidates for pro- 
fessorships. We may mention Le Fédéralisme économique 
(1901), by M. Paul Boncour, now chief secretary (chef du cabinet) 
under M. Viviani, the Socialist Labour Minister, a book in 
praise of trade unions and even suggesting their being vested 
with semi-legislative powers; also La Concentration des 
Banques en Allemagne, by M. Depitre (1906), La Question 
monétaire contemporaine, by a group of jurists (1905), La 
Théorie de la Monnaie, by M. Aupetit (1902), &c. 

1 Beside Levasseur’s masterly work on L’ Histoire des classes ouvriéres and that by 
M. Noél on L’Histoire du Commerce, which I have already quoted, I ought to 
mention the series of studies in the history of prices by M. le Vicomte d’Avenel, 
which have been appearing during the last twelve years, especially La Fortune 
privée a travers sept siécles and Paysans et ouvriers depuis sept cents ans ; that by 
M. Hauser, professor at Dijon University, Ouvriers du temps passé, and that by 
M. Lichtenberger, Le Socialisme et la Réevolution Francaise. 


2 A young author, M. Mantoux, has recently written an excellent book on the 
same subject, La Révolution industrielle en Angleterre au XVIII* siécle. 
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In spite of this list, which could easily have been extended, 
the conclusion will no doubt be drawn that the scientific output 
in the French universities, within the field of economics, is 
inferior to that of the German universities. And yet the French 
professors have more time at their disposal for writing; they 
are only required to give eighty lectures annually (forty or forty- 
five only in the case of the professors who prepare for the 
doctorat), while their colleagues over the Rhine give twice or 
thrice as many. 

There are several reasons for this deficit in production. One 
there is I should like at the outset to eliminate, believing as 
I do that it is incorrect, and inasmuch as it has nevertheless 
been put forward in the Economic JouRNAL by Professor Cohn,! 
and, previously, by Professor Pareto in his writings. They 
say that the independence of French university professors over 
against public authority leaves much -to be desired. Never- 
theless, I know of no teaching professor who has ever been 
dismissed for the opinions he has taught. For that matter the 
Government could not do it without the professor’s defence 
having been heard before the Higher Council of Public Instruc- 
tion ; and this would lead to a scene to which no minister would 
care to expose himself. At Paris there are professors who are 
openly Socialists; there are some who, in spite of the Franco- 
Russian alliance, have taken part in meetings against the Tsar 
of Russia whenever the news came of a fresh massacre in that 
country. In the Faculty of Law there is an ultra-Catholic pro- 
fessor teaching the higher validity of the religious marriage 
ceremony as compared with the civil procedure, and who has 
written and spoken against the Act of separation of Church and 
State. When his attitude was reported to the Chamber of 
Deputies, a ministerial letter of rebuke was addressed to him. 
This intervention of Government was no doubt to be regretted ; 
still, it was not an action of a nature to compromise indepen- 


1 In the article ‘‘ Political Economy in Germany” (Dec. 1905, p. 607), Professor 
Cohn says :—‘‘ There is a whole world of difference between the independence of a 
German Professor and the Dean of the Faculty of Law at Bordeaux, for instance, 
who was deposed by a stroke of the pen, because he had spoken in favour of Dreyfus,” 
The suspension of M. Stappfer (he was Dean of the Faculty of Arts, not of Laws, 
but that doesn’t matter) was certainly a very deplorable action, which can only be 
explained by the crazy state into which France, and indeed the whole world, had got 
over that famous affair. Nevertheless it was as Dean that M. Stappfer collided 
with the authorities, and not in his professorial functions, which were left untouched. 
He carried on the duties of his chair as before. It was only from the functions of a 
Dean which do not come under a scientific category, but are purely administrative, 
that he was suspended. 














206 THE ECONOMIC JOURNAL [JUNE 


dence of his function. Far more precarious is the position of the 
professor at some American universities, where the chair has been 
founded by the liberality of some millionaire not prepared to see 
his dollars used to foster subversive doctrines! Troubles in this 
way have not infrequently arisen. 

While, however, French professors enjoy a sufficiency of in- 
dependence over against the Government, they have not unfor- 
tunately an equal degree of independence in their educational 
curricula. At the end of each session, namely, there is an 
examination, the subjects of which are fixed by rules of adminis- 
tration. Even where the curriculum allows great freedom to 
the professor—as is the case with examinations in political 
economy, especially in final examinations—the professor shapes 
his course no less according to examination requirements. And 
that professor has the largest classes and the most success who 
trains his pupils to do best in their respective examinations. 
These are, for a course of instruction termed ‘“‘higher,’’ very 
deplorable conditions; for a course can only rightly be so called 
which is based on freedom for the teacher and disinterestedness 
in the students. Now there is hardly any course in a French 
university, at least in a Faculty of Law, possessing this double 
character : that is to say, which binds no obligation on the pro- 
fessor and no sanction on the listener.1 Here, then, in our 
opinion, is one of the reasons for the superiority of German 
universities and for the admirable variety in their instruction. 
That is a blossom which opens in the luxury of liberty, whereas 
each of the French courses has to climb and hook on to a stick 
fixed in the ground like a kidney-bean pole. 

There’s another inferiority—the method of appointment. In 
France no one can teach in the university, with rare exceptions,” 
unless he has passed through the narrow gate of a concours 
d’agrégation, or fellowship examination, which takes place every 
two or three years. The administration takes care to hold open 
for competition only so many appointments as are indispensable 
for the needs of instruction—that is, only such as fall vacant 
through the death or resignation of any of the actual staff, or 
are rendered necessary through the instituting of new courses. 


1 In the Faculty of Law at the University of Paris, out of 40 courses of lectures, 
there are only two which are free, that is to say, outside the examination curricula : 
those of “ statistics’? and of ‘‘ comparative social economy.” 

2 Anyone, even if he have not graduated in law, may be authorized to conduct a 

‘ free” course in any Faculty, but permission is rarely sought. And such courses 
are very thinly attended, simply because, as stated above, the motive of the examina- 
tion is lacking. 
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There are sometimes thirty candidates for three places. Hence 
there is a very severe process of selection. But the victors in 
this struggle for life are not necessarily those who are the most 
gifted from the scientific point of view, or the deepest or most 
sagacious thinkers. They are oftener the more brilliant intel- 
lects or the best speakers. Nearly all the tests, or at least 
the decisive tests, are exGlusively viva voce; written work, 
assuming that the young candidates have already written any- 
thing, go for nothing in the decision. 

To take an instance :—a young man who had been fascinated 
by mathematical economics and had written a remarkable thesis 
on the theory of money (it has been referred to above), 
expounding and applying the theories of Walras and 
Jevons, has recently twice failed to pass in the concours 
d’agrégation. Disappointed, he has turned his energies into 
another channel. So that, it may be, our schools of 
economics have lost the opportunity of filling up a gap 
which we have just now been deploring. M. Walras was 
deeply grieved at the result. In Germany things would 
have gone very differently. That young amateur in pure 
economics would have started a course of teaching as a “‘ privat 
docent,’’ and if he had been successful, either in attracting 
students to his lectures, or in his published writings, he would 
have been promoted to the rank of extraordinary professor, and 
then become ordinary professor. I am well aware that this 
method of university appointments is not without drawbacks of 
its own, but, from the point of view of scientific production, 
it seems to me far more stimulating. 


II 


Beside those two centres of scientific activity, the Institute 
on the one hand, the Faculties of Law on the other, there are 
several others, whose influence is limited to narrower circles. 

There is, first, Socialism, or rather Collectivism, for that is, 
at the present day, almost the sole form of Socialism, the old 
French Socialist schools having now no followers, and anarchism 
having barely more than one representative (I speak of literary 
production), namely, M. Jean Grave.' Socialism is far from 
playing in French literature the part it plays in politics and 
the social movement. Nevertheless, its scientific output during 
recent years has made great progress. The Socialist leaders in 


1 La Société mourante et ? Anarchie (1897). 
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the Chamber (MM. Jules Guesde and Jaurés) have put all their 
energy into the fight, but, in the matter of books,! have con- 
fined themselves to publishing some of their lectures and news- 
paper articles in book form. ‘There are, however, two interest- 
ing reviews: La Revue Socialiste, founded by Benoit Malon 
(he was more a Socialist of the older French school), now 
edited by M. Fourniére, a so to speak individualistic Socialist, 
and Le Mouvement Soctaliste, edited by M. Lagardelle, the 
standpoint of which is entirely Marxist. It vigorously defends 
Marxism against the Neo-Marxists, but chiefly represents ‘‘ le 
socialisme syndicaliste,’’ ? that is to say, Socialism which seeks 
support in labour only, rejecting political action, State inter- 
vention, and even the co-operation of ‘‘ intellectuals.’’ Its chief 
contributor is M. Georges Sorel, the most prolific and most 
personal penman of active Socialism in France. No one has 
displayed a more ferocious vigour against any and everything 
bourgeois—although M. Sorel is himself a bourgeois, and even 
decorated with the Legion of Honour—and yet more especially 
against every religious or even merely moralising tendency. 
His acrid irony has spared none of his contemporaries, even 
among the Socialist ranks. From his writings, which are very 
diffuse and entirely critical, it is very difficult to draw up any 
sort of programme : the principal is his Introduction 4 lV’ Economic 
moderne (2nd edit. 1907). But they all contain some strong, 
original, spicy thinking on all the questions of the day, especially 
on economic evolution, on the function of revolutions and strikes, 
on the future of trade unions, on the use of violence as a factor 
in social progress, on truth and error in the doctrines of Karl 
Marx, and what not besides. 

Among Collectivists who are not of the Marx school we 
must also mention M. George Renard, author of a book, Le 
Régime Socialiste (1898), which is probably the best descriptive 
exposition of a possible future society under a Collectivist 
régime. It is practically the same as Schiffle’s famous little 
book, but written with greater detail. 

As yet Collectivist Socialism has not penetrated into the 


1 By M. Jaurés:—L’Action Socialiste,31899 (8rd edition); Etudes Socialistes 
(1901). He has also published, in collaboration with some other Socialists, an 
Histoire Socialiste de la France depuis 1789, nine volumes of which have already 
appeared, 

2 «*Trade-unionist Socialism” would not accurately represent this term. It does 
not mean a moderate Socialism, but is on the contrary essentially revolutionary, 
inasmuch as it rejects parliamentary action, and counts on class conflict and 
universal strikes. 
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Faculties of Law. There are, nevertheless, some among the 
younger professors who go beyond State Socialism, and incline 
towards what is called juridical Socialism—that is to say, towards 
a new conception of law in general, of property, of inheritance, 
and of contract—a conception which, so far from being con- 
servative, is destructive, rather, of all these institutions. For 
instance, it believes it possible to expropriate legally without 
indemnification. Abroad the recently deceased professor, Anton 
Menger, was an eminent upholder of this view; but it is gaining 
ground in France in the Faculties of Law, and more among pro- 
fessors of jurisprudence than among those who teach economics. 
Collectivism has entered the university by another door, by that, 
namely, of the Ecole Normale Supérieure, through which pass 
nearly all those youths who later on become professors of art 
or science. It appears that the professor of German language in 
this school, M. Andler, and the librarian, M. Herr, have been 
strongly drawn to German Socialism, to that of Bernstein rather 
than to that of Marx. And they have exercised a great influence 
on successive generations of students frequenting their lectures, 
and now, in their turn, teaching in lycées or in universities. 
M. Andler is a scholar deeply imbued with the scientific spirit, 
and in his principal work, Les Origines du Socialisme d’ Etat 
en Allemagne, reveals the qualities and, to some extent, the 
defects, of the German methods he knows so well. 

The school called ‘‘ Solidariste ’’ joins hands with Socialism 
in the fight with Individualism and competition, and aims at 
the abolition of the wage system. But it is not in favour of 
abolishing private property. It is content to declare, in virtue 
of the law of solidarity, that all private property is in a way 
mortgaged for the good of society, or rather for the disinherited 
members of society. Such is the central idea in M. Léon 
Bourgeois’s book, La Solidarité (1894). And it is, more or less, 
the economic programme which the party called Radical is com- 
mitted to when it comes into power. ‘This programme has been 
discussed in two series of lectures by different professors at a 
private school called ‘‘ Hautes Etudes Sociales.’” They have 
been collected in two volumes :—the first is theoretical, Hssai 
d’une Philosophie de la Solidarité (1902) ; the second is more prac- 
tical, Applications Sociales de la Solidarité (1907). Solidarity 


1 This young school has so far published no books, but it has spoken in several 
interesting pamphlets, viz., L’ Affirmation du droit collectif, par M. Emmanuel Lévy 
(1903), and many review articles. See, on this subject, an article in the Revue 
d@’ Economie politique, 1906, ‘‘ Le Socialisme juridique,” by M. Hitier. 
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has also formed the subject of a report laid before the Institute, 
followed by a long discussion, in which it came in for some 
rough treatment.} 

France has also her Christian Socialism, or, rather, as the 
school itself prefers to say, her Social Christianity; but its in- 
fluence is very limited, and its programme of a very moderate 
nature. 

Within the Roman Catholic Church, ‘‘ social Christianity ”’ 
has as its organ the review, L’ Association Catholique. It con- 
fines itself to demanding an economic and even political organi- 
sation, founded on professional association or trade unionism, but 
exacts from its unions sentiments of good will towards the 
employers, and moral, social, and religious virtues which, if 
exercised, would put them at the opposite poles to existing 
unions. Social Catholicism in no wise aims at the abolition 
of the wage system, and cherishes respect for property and 
inheritance. It only approximates to Socialism in its attacks 
on capitalism, on large limited liability companies, and at times 
even on interest, which it would like to see controlled, if not 
abolished. 

Some ten years ago there was a group of young abbés, far 
more advanced than this, and disposed to go all the way with 
Socialism in their efforts to rally people around the Church. 
But the movement was a failure, being disallowed by Pope and 
bishops, and repudiated by the district of the Socialists them- 
selves. Notwithstanding it has not long ago been resusci- 
tated by a young Catholic layman, M. Marc Sangnier, 
of great piety and gifted with seductive eloquence. M. 
Sangnier goes from town to town to convert the people 
to a republican and democratic Christianity, with an 
economic programme which is ill-defined, but which involves 
the abolition of the wage system. The movement, which is 
making way among the more educated Catholic youth, has its 
own organ, the review named Le Sillon (the Furrow), and has 
brought out a number of tracts, but as yet no work of general 
exposition. 

On the side of the Protestant denominations there is also a 
social movement which has given birth to an ‘‘ Association pour 
l’étude des questions sociales.’’ Its organ is a monthly review, 
Le Christianisme Social. In this movement there is an Extreme 
Left, composed of enthusiastic young pastors, inspired by the 


1 See the Compte-rendu de V Académie des Sciences Morales et Politiques, 1906, 
and the little book of M. Bouglé, Le Solidarisme, 1907. 
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example of the American ex-pastor, Herron, who go so far as 
to be Collectivists and even Communists, while repudiating 
the materialistic character of Marxist Socialism. And _ it 
is not a little curious that among them should be a son 
of M. Frédéric Passy, the well-known orthodox economist, and 
M. de Biville, a professor in the Faculty of Law at the Univer- 
sity of Caen.1. They have as their organ a newspaper called the 
Avant-Garde. ‘The majority, however, of the Association holds 
by the ‘‘solidarist’’ programme, which has been described 
above, and, for a solution of the social question, is satisfied with 
a generalisation of co-operative association, embracing the whole 
of the economic organisation as conceived by the Rochdale 
pioneers. This is not surprising when it is known that the Asso- 
ciation has for president M. de Boyve, one of the leaders of 
the co-operative movement in France. 


To complete this review of the movement in economic 
studies, the movement in works on the cognate science of 
Sociology should be taken into account. But this would involve 
further increase of bulk in a review which, if incomplete, is 
already heavily loaded. We must limit ourselves, therefore, in this 
field to a few brief references, recalling to the reader the most 
interesting, if now slightly antiquated, work by M. Espinas on 
Les Sociétés animales, and the well-known books on La Divi- 
sion du T'ravatl (1892), by M. Durkheim, in which, the title 
notwithstanding, the economic aspect is kept in the back- 
ground because the subject of the work is the Sociological 
division of labour, considered as the foundation of Sociology, 
and even of morality. Then there are the works of M. Tarde, 
recently deceased, Les Lois de I’Imitation (1890) and La 
Psychologie Economique (1903), as well as that by M. Bouglé 
on La Démocratie devant la Science (1905). There are also some 
periodicals, a Revue Internationale de Sociologie and the Annales 
de l'Institut, both edited by M. René Worms, and L’Année 
Sociologique, edited by M. Duskheim. 

Let us add, in conclusion, that a great number of publica- 
tions of an entirely documentary character, but only the more 
valuable for that, have been issued by the Office du Travail 
(depending formerly on the Ministry of Commerce, now on the 
Ministry of Labour). More than forty volumes on labour asso- 

1 A report of one of these discussions on Collectivism will be found in the 


volume of Transactions of the Association’s latest Congress, held last year at Geneva, 
vol, 12 of Congress reports. 
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ciations, hygiene in workshops, statistics of wages and strikes, 
labour insurance, &c., have already been published. 

We see then, that, in spite of some lacune, the 
economic literature of France is fairly abundant and very 
much alive. The deficiency does not lie in books or 
periodicals ; nor does it lack in grip on public attention. It is 
precisely living “‘actuality,’’ for that matter, that authors and 
public go after, much more than science. And since, at the 
present moment, labour questions and social reforms are topics 
of ‘‘ actuality,’’ everything else is more or less put in the second 
rank. On the one side we see a confused medley of agitating 
State-advocates (Etatistes), ‘* solidarists,’’ socialists, revolution- 
aries or religionists—all those who deem that, in an oft- 
repeated formula, ‘‘something must be done.’’ On the other 
side there is the rally round ‘‘l’Institut’’ of those who would 
uphold against all attacks the sacred principles of individual 
enterprise, property, and free competition. Even the Univer- 
sities, refuge of study from the noise and dust of public places, 
are moved by the tumult without. 

After all, there is great excuse for these preoccupations in 
times so agitated and in an environment so full of strife as that 
of French society at the beginning of the twentieth century. 
When the house is on fire, action comes easier than contempla- 
tion. It must, nevertheless, not be forgotten that these are not 
the conditions most favourable to the blossoming of science. 
There are scientific theories which, like lovely crystals, can only 
take shape and develop in an environment of calm and sheltered 
from shocks. Where political economy is used as a weapon, 
whether to attack or to defend the existing order of things, 
where it is harnessed in the service of party, it necessarily 
loses the attributes essential in every science—those attributes 
which British economics possess in so eminent a degree, and 
which we can but contemplate with envy—serenity and unity. 

CHARLES GIDE 























THE INFLUENCE OF THE RATE 
PRICES. 


OF INTEREST ON 





THE thesis which I humbly submit to criticism is this. If, 
other things remaining the same, the leading banks of the world 
were to lower their rate of interest, say 1 per cent. below its 
ordinary level, and keep it so for some years, then the prices of all 
commodities would rise and rise and rise without any limit what- 
ever; on the contrary, if the leading banks were to raise their 
rate of interest, say 1 per cent. above its normal level, and keep 
it so for some years, then all prices would fall and fall and fall 
without any limit except Zero. 

Now this proposition cannot be proved directly by experience, 
because the fact required in its hypothesis never happens. 

The supposition was that the banks were to lower or raise 
their interest, other things remaining the same, but that, of 
course, the banks never do; why,, indeed, should they? Other 
things remaining the same, the bank-rate is sure to remain the 
same too, or if, by any chance, e.g., by mistake, it were altered, 
it would very soon come round to its proper level. My thesis 
is, therefore, only an abstract statement, and somebody, perhaps, 
will ask: what is the use of it then? But I venture to assert 
that it may be of very great use all the same. Everybody knows 
the statement of Newton that, if the attraction of the sun were 
suddenly to cease, then the planets would leave their orbits 
in the tangential direction ; this, too, of course, is only an abstract 
proposition, because the solar attraction never ceases, but it is 
most useful nevertheless; indeed, it is the very corner-stone of 
celestial mechanics; and in the same way I believe that the 
thesis here propounded, if proved to be true, will turn out to 
be the corner-stone of the mechanics of prices, or rather one of 
its corner-stones, the influence of the supply of precious metals 


1 A paper read before the Economic Section of the British Association, 1906. 
No. 66.—VOL. XVII. Q 
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and of the demand for commodities from the gold-producing 
countries being the other. 

Before going further, however, we must answer one more 
question. Our supposition might be not only unreal as to facts, 
but even logically impossible ; and then, of course, its use would 
be nil. According to the general opinion among economists, the 
interest on money is regulated in the long run by the profit on 
capital, which in its turn is determined by the productivity and 
relative abundance of real capital, or, in the terms of modern 
political economy, by its marginal productivity. This remaining 
the same, as, indeed, by our supposition it is meant to do, would 
it be at all possible for the banks to keep the rate of interest 
either higher or lower than its normal level, prescribed by the 
simultaneous state of the average profit on capital? 

This question deserves very careful consideration, and, in 
fact, its proper analysis will take us a long way towards solving 
the whole problem. 

Interest on money and profit on capital are not the same 
thing, nor are they immediately connected with each other; if 
they were, they could not differ at all, or could only differ a 
certain amount at every time. There is no doubt some con- 
necting link between them, but the proper nature and extent 
of this connection is not so very easy to define. 

If we look only at credit transactions between individuals, 
without any interference of banks, the connection between 
interest and profit indeed seems obvious. If by investing your 
capital in some industrial enterprise you can get, after due allow- 
ance for risk, a profit of, say, 10 per cent., then, of course, you 
will not lend it at a much cheaper rate; and if the borrower has 
no recourse but to individuals in the same situation as you, he 
will not be able to get the money much cheaper than that. 

But it is a very different thing with the modern forms of 
credit, which almost always imply the mediation of some bank 
or professional money-lender. The banks in their lending busi- 
ness are not only not limited by their own capital; they are 
not, at least not immediately, limited by any capital whatever ; 
by concentrating in their hands almost all payments, they them- 
selves create the money required, or, what is the same thing, 
they accelerate ad libitum the rapidity of the circulation of 
money. The sum borrowed to-day in order to buy commodities 
is placed by the seller of the goods on his account at the same 
bank or some other bank, and can be lent the very next day to 
some other person with the same effect. As the German author, 
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Emil Struck, justly says in his well-known sketch of the English 
money market : in our days demand and supply of money have 
become about the same thing, the demand to a large extent 
creating its own supply. 

In a pure system of credit, where all payments were made 
by transference in the bank-books, the banks would be able to 
grant at any moment any amount of loans at any, however 
diminutive, rate of interest. 

But then, what becomes of the connecting link between 
interest and profit? In my opinion there is no such link, except 
precisely the effect on prices, which would be caused by their 
difference. 

When interest is low in proportion to the existing rate of 
profit, and if, as I take it, the prices thereby rise, then, of course, 
trade will require more sovereigns and bank-notes, and there- 
fore the sums lent will noé all come back to the bank, but part 
of them will remain in the boxes and purses of the public; in 
consequence, the bank reserves will melt away while the amount 
of their liabilities very likely has increased, which will force 
them to raise their rate of interest. 

The reverse of all this, of course, will take place when the 
rate of interest has accidentally become too high in proportion 
to the average profit on capital. So far, you will easily remark. 
my proposition is quite in accordance with well-known facts 
of the money market. If it be not true, if, on the contrary, 
as Thomas Tooke asserted, and even Ricardo in his earlier 
writings seems to have believed, a low rate of interest, by cheap- 
ening, as they put it, one of the elements of production, would 
lower prices, and a high rate of interest raise them—a most 
specious argument, resting, however, on the unwarrantable as- 
sumption that the remuneration of the other factors of production 
could, under such circumstances, remain the same—then the 
policy of banks must be the very reverse of what it really is; they 
would lower their rates when prices were getting high and 
reserves becoming low, they would raise them in the opposite 
case. 

A more direct proof of my thesis is required, however, and 
might be given in some such way as this. If as a merchant I 
have sold my goods to the amount of £100 against a bill or 
promissory note of three months, and I get it discounted at once 
by a bank or a bill broker, the rate of discount being 4 per ceat. 
per annum, then in fact I have received a cash price for my 
goods amounting to £99. If, however, the bill is taken by the 
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bank at 3 per cent., then the cash price of my goods have ipso 
facto risen, if only a quarter of 1 per cent. ; very likely not even 
that, because competition probably will force me to cede part of 
my extra profit to the buyer of the goods. In other cases, how- 
ever, when long-term credit comes into play, the immediate rise 
of prices might be very much greater than that. If the rate of 
discount remains low, the interest on long loans is sure to go 
down too; building companies and railway companies will be 
able to raise money, say at 4 per cent. instead of 5 per cent., and 
therefore, other things being the same, they can offer, and by 
competition will be more or less compelled to offer for wages 
and materials, anything up to 25 per cent. more than before, 
4 per cent. on £125 being the same as 5 per cent. on £100. 

But, further—and this is the essential point to which I would 
call your special attention—the upward movement of prices, 
whether great or small in the first instance, can never cease so 
long as the rate of interest is kept lower than its normal rate, 
i.e., the rate consistent with the then existing marginal pro- 
ductivity of real capital. When all commodities have risen in 
price, a new level of prices has formed itself which in its turn 
will serve as basis for all calculations for the future, and all con- 
tracts. Therefore, if the bank-rate now goes up to its normal 
height, the level of prices will not go down; it will simply 
remain where it is, there being no forces in action which could 
press it down; and, consequently, if the bank-rate remains lower 
than its normal height, a new impetus towards forcing up the 
prices will follow, and so on. The opposite of all this will take 
place when the rate of interest has become too high in propor- 
tion to average profit, and so in both cases a difference between 
the two rates remaining, the movement of prices can never cease, 
just as the electric current never ceases as long as the difference 
of tension between the poles remains. 

The proposition that a low rate of interest will raise prices, 
a high rate of interest lower prices, is in some respects anything 
but new; it has been stated more than once, but a formidable 
objection was always triumphantly brought against it in the 
shape of statistical facts; indeed, if you consider the figures 
given, e.g., by Sauerbeck in his well-known tables in the Journal 
of the Statistical Society, you will generally find that high prices 
do not correspond with a low rate of interest, and vice versa; it 
rather comes the opposite way, interest and prices very often 
rising and falling together. But this objection quite loses its 
importance ; nay, more, it turns into a positive support of our 
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theory, as soon as we fix our eyes on the relativity of the con- 
ception of interest on money, its necessary connection with 
profit on capital. The rate of interest is never high or low in 
itself, but only in relation to the profit which people can make 
with the money in their hands, and this, of course, varies. In 
good times, when trade is brisk, the rate of profit is high, and, 
what is of great consequence, is generally expected to remain 
high ; in periods of depression it is low, and expected to remain 
low. The rate of interest on money follows, no doubt, the 
same course, but not at once, not of itself; it is, as it were, 
dragged after the rate of profit by the movement of prices and 
the consequent changes in the state of bank reserve, caused by 
the difference between the two rates. In the meantime this 
difference acts on prices in just the same way as would be the 
case if, according to our original supposition, profit on capital 
were to remain constant, and interest on money were to rise 
or fall spontaneously. In one word, the interest on money is, in 
reality, very often low when it seems to be high, and high when 
it seems to be low. This I believe to be the proper answer to 
the objection stated above, as far as the influence of credit on 
prices is regarded ; occasionally, of course, as in times of wild 
speculation or panics, the problem is complicated very much 
by the action of other factors, which need not here be taken into 
consideration. 

Granted, then, our theory to be true in the main or in the 
abstract, what will be its practical consequences? to what extent 
would the leading raoney institutions be able to regulate prices? 

A single bank, of course, has no sach power whatever ; indeed, 
it cannot put its rates, whether much higher or much lower than 
prescribed by the state of the market; if it did, it would in the 
former case lose all profitable business; in the latter case its 
speedy insolvency would be the inevitable consequence. 

Not even all the banks of a single country united could do 
it in the long run; a too high or too low rate would influence its 
balance of trade, and thereby cause an influx or reflux of gold 
in the well-known way, so as to force the banks to apply their 
rates to the state of the universal money market. 

But supposing, as, indeed, we have done, that all the leading 
banks of the commercial world were to follow the same course, 
then gold could have no reason to go to one place more than to 
another, and so the action exercised on prices would have its 
sway without any hindrance from the international movement 
of money. Still, even then it would, under the present circum- 
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stances, have its obvious limits. As I remarked at the outset, 
the influence of credit or the rate of interest is only one of the 
factors acting on prices; the other is the volume of metallic 
money itself, especially, in our times, the supply of gold, and 
so long as the gold itself remains the standard of value, this 
factor evidently will take the lead in the long run. Were the 
production of gold materially to diminish while the demand for 
money be unaltered, the banks no doubt, by lowering their rate 
of interest, might for a while profitably react against the other- 
wise inevitable pressure on prices, but only for a while, because, 
even if the rather unnecessary stiffness of present bank legis- 
lations could be slackened, the ever-growing demand for gold for 
industrial purposes would gradually reduce the bank stores, and 
could only be checked by raising the price of gold—that is, by 
lowering the average money prices. 

The other extreme, which at present seems much more likely 
to occur : a plethora of gold supply, and the rise of prices thereby 
caused, could not be effectually met in any way, so long as free 
coinage of gold exists.' 

On the other hand, if this most essential step on the way to 
a rational monetary system should be taken, if the free coining 
of gold, like that of silver, should cease, and eventually the bank- 
note itself, or rather the unity in which the accounts of banks 
are kept, should become the standard of value, then, and not 
till then, the problem of keeping the value of money steady, the 


1 It is not easy to describe or imagine the exact manner in which an excess or 
deficiency in the ordinary gold supply affects prices, although its ultimate effect on 
them cannot well be doubted. As in our days the new gold generally finds its way 
as soon as possible to the banks, the common impression seems to be that it by so 
much increases the loanable funds of the banks, and therefore in the first instance 
causes the rate of interest to go down. This, no doubt, would be true if the new 
gold in its totality were deposited by its owners as capital for lending purposes, and in 
so far as this may be the case it indeed affords an illustration, and the only practical 
one, of the lowering of bank rates effecting a rise of prices. But mostly, I suppose, the 
gold comes to us not as lending capital, but as payment for the imports of the gold- 
producing countries, and if so its acting on the prices will be much more immediato 
and its effect on the rate of interest very slight. It is even possible that the rise of 
prices, caused by the increased demand for commodities from the gold countries, 
will forerwn the arriving of the gold, the necessary medium of exchange being in the 
meantime supplied by an extension of the credit, so that the rate of interest perhaps 
will rise from the beginning. In any case the wltimate effect of an increased gold 
supply will be a rise, not a fall, in the rate of interest (and vice versa with a lacking 
supply of gold), because the large mining enterprises and the buying up of gold by the 
non-producing countries have actually destroyed large amounts of real capital and 
thereby given the rate of profit a tendency torise. This all maybe the explanation 
of some rather perplexing features in economic history, a rise of prices even when 
apparently caused by # surplus of gold supply very seldom being accompanied by a 
low rate of interest, but generally by a high one. 
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average level of money prices at a constant height, which evidently 
is to be regarded as the fundamental problem of monetary science, 
would be solvable theoretically and practically to any extent. 
And the means of solving it need not be sought in some more 
or less fantastic scheme like that of a central issuing bank for 
all the world, as it is sometimes proposed, but simply in a proper 
manipulation of general bank-rates, lowering them when prices 
are getting low, and raising them when prices are getting high. 

Nor would this system be at all artificial, because the point 
about which the rate of interest would then oscillate, and to 
which it would constantly gravitate, would be precisely what I 
have called above its normal level, that one prescribed by the 
simultaneous state of the marginal productivity of real capital, the 
alterations of which we, of course, cannot control, but only have 
to comply with. 


P.S.—When this paper was read at the British Association 
meeting it was objected by Mr. Palgrave that the banks could not 
possibly be charged with the regulation of prices, their liberty 
of action—if I understood him right—being, in his view, restricted 
by the necessity of protecting their own reserves as well from getting 
too low in consequence of an unfavourable balance of trade, as 
from running to an unprofitable height by an influx of gold. This, 
no doubt, is true, but it must not be forgotten that the international 
rate policy of banks has, as it were, two degrees of freedom, in so 
far as the international movement of gold can be checked or 
modified, not only by raising the rate of discount in the country 
from which the metal flows, but also by lowering it in the country, 
or countries, to which gold is flowing. In other words, the action of 
the banks against each other, which has for its object the proper dis- 
tribution of money, or the levelling of the niveau of prices between 
different countries, might logically be concomitant with a common 
action for the purpose of keeping the universal value of money and 
level of prices at a constant height, which, however, under present 
circumstances only can be done within the limits prescribed by 
the general supply of gold. 

On the other hand, it was remarked by Professor Edgeworth that 
if the free coinage of gold be suppressed, the Governments them- 
selves have in their hand the regulating of general prices. This, 
too, is true, at any rate so long as the present large production of 
gold persists; and even if it should cease,and gold become scarce, 
the Governments, no doubt, might supplant the lack in currency 
by a judicious emission of paper-money. But a single Government 
has in this respect only the choice between two alternatives: it 
may try to keep the value of its money steady towards the com- 
modities, but then it necessarily sacrifices the parity of its ex- 
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changes; or else it may manage to keep its exchanges strictly at 
par, but then it has of itself no power over the level of prices. 
Some international agreement, either regarding the amount of gold 
to be coined by each country or else involving a common rate-policy 
of the banks as described above, must needs come into play, shall 
both those purposes—the steadiness of the average value of money 
and the parity of exchanges—be fulfilled together; and it seems to 
me, although I may be mistaken, that for several reasons such 
agreements could be far more easily and effectually made by the 
banks, with the support, that is, of the Governments, than by the 
Governments themselves exclusive of the banks. 

For a more detailed analysis of the practical side of the question 
and of the whole argument, I must refer to my book, Geldzins und 
Giterpreise (Jena: Gustav Fischer, 1898; being the further develop- 
ment of an article in Conrad’s Jahrbiicher, Bd. 13, 1897), as well as 
to my printed University Lectures (Bd. 1:2, 1906, in Swedish). 


Knut WICKSELL 




















APPRECIATIONS OF MATHEMATICAL THEORIES. 

Some theories which have recently been published in the 
EconomMiIc JOURNAL are the object of the following reflections :— 

I.—Beginning with Mr. Pigou’s article in the Economic 
JOURNAL for 1903,1 I remark that Le has justly described the 
relations between the economic measure of utility and the philo- 
sophic doctrine of utilitarianism. The measure of utility pro- 
posed by Dupuit is applicable in its first intention and obvious 
interpretation to a great number of transactions.? But the 
cautions with which the second author of the method has qualified 
its statement* are often required. His followers are not com- 
mitted to Mill’s doctrine, ‘‘ that to think of an object as desir- 
able (unless for the sake of its consequences), and to think of 
it as pleasant, are one and the same thing; and that to desire 
anything except in proportion as the idea of it is pleasant, is 
a physical and metaphysical impossibility.’’* Like Browning, as 
elsewhere portrayed by Mr. Pigou, the philosophical economist 
may think of himself as “‘ able, if he so chooses, to resist his own 
pleasure-seeking desires’’ . . . ‘‘ not an inert mass chained, as 
Bentham believed, to the irresistible power of imagined pain and 
pleasure.’’> It is not inconsistent with the use of the money- 
measure to indulge in a distinterested pursuit of the happiness 
of others, or even aim at some good distinct from the joy of 
sentient beings. Nor can the technical apparatus for the 
measurement of economic utility be employed for ‘‘ the sum- 
mation of total happiness.’’ 6 

Agreeing with the general tenor of Mr. Pigou’s remarks on 
these sublime topics, I still think that the economic measure of 


1 «¢Some Remarks on Utility,” Economic JouRNAL, Vol. xiii., p. 58. 
2 Loe. cit., p. 68, last par. 

3 Marshall, Principles of Economics, Bk. i. Ch. III. § 5, note. 

4 Utilitarianism, p. 58. 

5 Browning as a Religious Teacher, p. 103. 

§ Pigou, Economic JouRNAL, loc. cit., p. 68. 
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utility may have some tendency to establish the end proposed 
by utilitarianism, and considerable efficacy in supplying means 
thereto. Economics cannot indeed prove that to procure the 
greatest possible sum of satisfaction for all is the criterion of 
what is right for each. But the authority of an accredited 
science is lent to show that this object is not absurd! as some 
metaphysicians have suggested: T. H. Green, for example, 
when he says that ‘‘the aggregate of possible enjoyments’’ of 
which modern utilitarians tell us ‘‘simply represents the vain 
attempt to get a definite by the addition of indefinites. It has 
no more meaning than ‘the greatest quantity of time’ would 
have.’’? A scruple worthy of the Eleatic school is solved by 
walking in the way of the modern economist. To some it is 
not simply the addition of pleasures, but the addition of pleasures 
belonging to different persons, which forms a stumbling-block. 
The familiar and successful application of the conception col- 
lective total utility, Gemeinnutzen,’ is calculated, I think, to 
dispel this prejudice. Moreover, the technical apparatus may 
conceivably be employed as a means towards ascertaining the 
greatest possible sum of satisfactions in a utilitarian sense, in 
two large departments of economics which border on ethics and 
politics. A utilitarian end, the least possible sacrifice on the 
part of all concerned, may be accepted as the criterion of taxa- 
tion.4 As the principle of arbitration between combinations 
there has been suggested the maximum total utility, not so much 
that of society as a whole, as that of the parties to the agree- 
ment.® 

However we define the ‘* satisfactions ’’ which are measured 
by the method under consideration, the question may arise : 
With what unit are they measured? Professor Irving Fisher’s 
unit, “‘ the desire of an arbitrarily chosen individual A for B a 
small increment of a given commodity under given circum- 
stances,’ is preferred by Mr. Pigou to a “‘ just perceivable in- 
crement of pleasure.’’ Perhaps it is better to say, with Pro- 
fessor A. Voigt,® that no unit is required : quantities like utility 
are to be measured only by ordinal numbers. In confirmation 
of this conception Professor Voigt refers to the view, now 
1 Cp. Economic JOURNAL, 1895, p. 587. 
2 Introduction to the moral part of Hume’s Treatise, § 7. 
3 Auspitz and Lieben, Theorie des Preises, p. 23 et passim. 


4 Economic JouRNAL, vol. vii., Pure Theory of Taxation, iii. 
5 Toc. cit., p. 552, and Quarterly Journal of Economics, 1904, vol. xviii., 


p. 216. 
6 «* Zahl und Mass in der Oekonomie,” Zeitschrift fiir die Gesainte Staatswissen- 


schaft, 1898, No. 3; referred to in the Economic JouBNAL, vol. iii., p. 202, 
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prevalent among mathematicians, ‘‘ which sees in ordinal 
number rather than in cardinal the primary conception of 
number.”’ 

In a first view of the measure under consideration utility 
may be considered as related to money in the way of a con- 
tinuous function. Thus if travel is the commodity enjoyed, 
and a lowering of fares (which may be supposed to be reckoned 
on the “‘ zone’’ system) enables the consumer to procure more 
of this article, he may simply take new tours, in addition to 
those which he would take even at the higher fare. He may, 
however, be induced by the change of fares to rearrange his 
whole scheme of travel. The difficulties connected with such 
change of function appear to be minimised by the plan which 
Auspitz and Lieben have adopted for representing total utility.? 

A more serious disturbance of the relations between Demand 
and Total Utility arises when the amount that any one person 
demands is affected by the amount which other persons demand.® 


1 Cp. Professor Love in the article on ‘‘ Functions of Real Variables” in the 
Encyclopedia Britannica, ed. x. vol. 28.—‘*‘ The capacity of numbers to answer 
questions of how many and how much—in other words, to express the results of 
operations of counting and measuring—may be regarded as a secondary property 
derived from the more fundamental one of expressing order. 

‘* Natural numbers form a series with a definite order, and the expression ‘ greater 
than’ and ‘less than’ mean ‘ more advanced’ and ‘less advanced’ in this order.” 

2 Theorie des Preises, pp. 9, 78, 87, 141, et passim. 

3 The conception may be illustrated by the common supposition that at social 
gatherings which are cheered by alcoholic beverages the consumption of liquor per 
head is likely to be greater the more numerous the company. An opportunity of 
testing this belief is afforded by the varying size of the dinners at a certain Oxford 
College whose members are thought to be susceptible to the influences of good 
fellowship. The dinners on the Sundays during that part of the Terms which is 
described as ‘‘full” seem well suited for the purpose of verification, the number 
varying considerably—from seven to forty-two in the course of the period which 
I have observed—while the character of the entertainment is not otherwise 
materially altered. The amount of wine (of different kinds) drunk on each occasion 
and the cost thereof, has been recorded. I have utilised the records for four 
years, 1903-1906 inclusive, employing the following assumptions. I take 
the cost of the wine consumed as the measure of the quantity; and I take the 
variations in the quantity consumed per head as an index of variation in effective 
demand. The demand is, indeed, not measvred as usual: for the total cost of the 
wine drunk on each occasion is divided equally among all who have taken part in 
the potation. Accordingly the final utility of the last dose which an individual 
consumes is not, as in ordinary cases, balanced by the cost of that dose ; the set-off 


is only an ath part of that cost, where ” is the number of the company. I 


assume, however, that this peculiarity does not appreciably stimulate the con- 
sumption of wine at a College dinner, and that the amount of wine drunk at these 
social gatherings may be taken as an index of effective demand, just as well as 
if each individual, as happens at Club dinners, paid for what he individually 
consumed, I may add that if the circumstance which I neglect were really of account, 
the conclusion to which I am coming would be a fortiori. To test whether the size 
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Mr. Pigou, improving on Mr. Henry Cunynghame’s specula- 
tions on this subject,’ points out that a ‘‘ consideration of the 
distribution of the commodity, as well as of the mere quantity of 
it,’ should be taken into account.? His elaborate formule far 


of the party has any influence upon the depth of the potations, I first find the 
average size of a party, and then I find the average cost per head, on the one hand, 
for parties that are below the average size, and on the other hand for parties that 
are above the average size ; for each year, and for the whole period. The results 
are exhibited in the subjoined table. For example, in the year 1906 the records 
of 25 Sunday dinners were examined. The average attendance was 21 (the 
smallest attendance being 10, the largest 42). The average cost per head of the 
wine drunk at all the 25 dinners in 1906 was a sum which comes to 95:4 per cent. of 
the average cost per head of the wine drunk at all the 102 parties in the four years 
1903-6. The average cost of the wine drunk at those dinners numbering 12 (or more 
exactly construed, 124), at which the number of diners was beiow the average for the 
year, was 97 per cent. of the aforesaid general average for the whole period. The 
average cost for the parties at which the numbers were above the average of the 
year was 93°8 per cent. (of the general average). I have thought it sufficient to 
give the costs as percentages, The statement of the actual figures is forbidden by a 
scruple such as that which deterred Gibbon from disclosing the amount of his 
income, lest he should excite the envy of some and the contempt of others. 









































{ | Cost per head per cent. of average | 
| Number | Average cost for period 1903-6 | 
of | size | 
parties. | of party. Small | Parties of | Large | 
parties. | allsizes. | parties. | 
! | 2 ecm 
1903 25 | =: 18-4 998 | 103-4 106-2 | 
| | 
1904 26 | 178 97°6 | 99°8 | 101°7 
| | ae 
1905 | 26 | 19°2 104°5 | 1014 98°3 
a | tite 
1906 | 21 21-0 970 | 954 | 938 
————— —————— |—--—-——-~—- — —— — - — — 
| 1903-6 98 19°1 1005 | 4100 | 99°4 
i anon 








It appears from an inspection of this table that no constant or considerable 
excess of consumption is shown by the larger as compared with the smaller parties. 
When it is added that the ‘‘ probable error” incident to the difference between the 
average consumption of large parties and that of small parties in any one year is 
about 3 per cent. (per cent. of the general average cost as before), it will be 
apparent that in this example the influence of the amount demanded by all on the 
average demand of each is inappreciable. 1 Economic JouRNAL, vol. ii., p. 87. 

2 The new conceptions of collective in relation to individual demand are 
analogous to the departure in the theory of probabilities according to which the 
elements or components which generate the law of error are no longer regarded as 
perfectly independent (see Journal of the Statistical Society, 1906, vol. lxix.). When 
each element is correlated with the sum of all, we have a simple case like that 
conceived by Mr. Cunynghame (Cp. Economic JouRNAL, 1905, vol. xv., p. 64); the 
case in which each element is correlated with some only of the other elements 
resembles Mr. Pigou’s more exact conception. 


























1907] APPRECIATIONS OF MATHEMATICAL THEORIES 225 


transcend the resources of statistics; but they subserve the 
useful purpose which Dupuit, referring to the impossibility of 
determining even the simpler law by statistical observation, has 
thus indicated: ‘‘ quand on ne peut pas savoir les choses c’est 
déja beaucoup que de savoir qu’on ne sait non.’’ * 

The theory improved by Mr. Pigou has useful analogies with 
the extended theory of supply. The latter, indeed, does not, I 
think, equally require the consideration of distribution. But 
both theories profit by the method of representing the element 
of time which Mr. Pigou has exhibited in a subsequent article.? 
As I understand his construction, ‘‘the ordinary demand 
curve,’ at any time represented by a point on the axis of 
X, is in a plane passing through that point, parallel to the 
plane of YZ; Y denoting the scale of consumption, and Z the 
price. The diagrams, which are presented at successive epochs, 
do not occur like the slides which an exhibitor inserts in a regular 
sequence into his lantern. What diagram at the time 7+ Az will 
succeed the diagram presented at the time y+Ay will not 
depend simply on the time. To continue the metaphor, according 
as a certain index [the intersection of the supply- and demand- 
curves] is directed to one point or another in the diagram per- 
taining to the time x, the diagram at the time x+Az will take 
on different shapes.* The curve which expresses the move- 
ment of the scale of production in time is like the 
path of a particle in a Galtonian error-machine, a_ path 
determined partly by a prearranged constitution of things, 
partly by accidents affecting each step. The pre-arrangement 
forms the portion of truth in Mr. Cunynghame’s doctrine 
that “‘a group of successive curves is the expression of 
a state of facts existing at one time, and is not a group of 
successive time phenomena.”’ 

Referring to Mr. Pigou’s article on ‘‘ Monopoly and Con- 
sumers’ Surplus,’’ I select, among many points worthy of notice, 
his account of the pressure whereby the monopolist is able to 
exploit the ‘‘ consumers’ surplus’’ of his consumers. It may 
be suggested that the position of the monopolist is strengthened 
when the total amount which he controls is, or is supposed to be, 
limited. The consumers of mineral water controlled by a mono- 
polist, as in Cournot’s illustration, are likely to agree to his 

1 Annales des Ponts et Chaussées, 1844. 

2 Monopoly and Consumers’ Surplus, Economic JouRNAL, vol. xiv., p. 388, 

3 T have stated my meaning more fully in a criticism of Mr. Cunynghame’s 
doctrines in the Economic JOURNAL, vol. xiv. p. 63 et seq. 

‘The description given by Mr. and Mrs. Webb of the bargain between the 


individual workman and the capitalist employer, is very instructive, Industrial 
Democracy, Part III. Ch. II. p. 654, ed. 1902. 
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terms more quickly when it is known that he has only a fixed 
quantity of the commodity per day at his disposal. 

I cannot dismiss this article without commending Mr. Pigou 
for having followed the highest authority on the subject in sub- 
stituting ‘‘consumers’ surplus’’ for ‘‘ consumers’ rent.’’ I 
submit that it is better to limit the term ‘“‘rent’’ to the income 
derived from things the supply of which is limited, 4nd cannot 
quickly be increased,’ or some neighbouring definition, rather 
than to extend the term, as suggested by Professor Clark, to all 
kinds of differential gains. Rent, as defined above, is a species 
of surplus which differs from other kinds of surplus in im- 
portant respects.* These nice distinctions may be contemplated 
more clearly if different words are used for the species, rent, 
and that which is predicated thereof, the genus, surplus. 

II.—An easy transition leads to Professor Flux’s article in 
the Economic JouRNAL for 1905, of which a leading feature 
is the use of a line to represent the surplus constituting 
economic rent. Professor Flux’s construction may be 
regarded as a variant of that which is employed by 
Messrs. Auspitz and Lieben.* The use of the ordinate rather 
than an area seems to have, on the side of supply, the same 
sort of advantage which we have already attributed to it on 
the side of demand;* it smooths over discontinuities of func- 
tion. A similar construction is suitable to represent pro- 
ducers’ surplus considered as depending on several variables. Thus 
if the outlay of borrowed capital is measured on the axis of X, 
the amount of land rented on the axis of Y, the surplus accruing 
to a particular farmer, or to farmers collectively, may be repre- 
sented as the intercept between a certain plane corresponding to 
Professor Flux’s line O E, and a certain surface corresponding to 
his curve OP.’ Of course, this is a very abstract conception, 
neglecting, ¢.g., sales at particular times and in particular markets 
on terms which would not pay if adopted generally, and other 
incidents of a somewhat monopolistic character.® 

1 See Marshall, Principles, Bk. II. Ch. IV. § 7. 

2 See his article in the Quarterly Journal of Economics, 1891, and his book, 
Distribution. The claims of the wider definition are ably stated by Dr. J. Schumpeter 
in his paper on Das Rentenprinzep in the Jahrbuch fiir Gesetzgebung, 1907. 

> As shown by Professor Marshall’s Principles, pp. 479, 626, et passim. 

* So far, at least, as Professor Flux uses the ordinates to represent money. 
Reference should also be made to J. D. Everett's Geometrical Iilustrations of the 
Theory of Rent read before the British Association, and published in the Journal of 
the Statistical Society, 1899. 5 Above, p. 223. 
® Cf. Flux, loc. cit., p. 282, referring to his Fig. IV. 

7 Cp. Quarterly Journal of Economics, 1904, vol. xviii., p. 165. 
8 Cp. EcoNOMIC JOURNAL, Vol. vii., p. 238. 
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But I must keep to the subject ‘‘improvements and rent- 
ability.’’ Among the “‘ controversies of a past age’’ to which 
Professor Flux recalls attention is the thesis that the ‘‘ sudden 
and general introduction of agricultural improvements ’’ would 
tend to lower rent.1 I gather that Malthus took the opposite 
side from Ricardo and the Mills on this question, since he held 
that the tendency of rents to decrease might be ‘‘ counter- 
balanced by extraordinary improvements in the modes of cultiva- 
tion.’’? I do not understand that Professor Flux takes either 
side in this controversy. His construction may indeed be em- 
ployed to show that neither the Ricardian thesis nor its contra- 
dictory is universally true. The mathematical weapon to which 
Professor Flux has imparted new refinement may be directed 
against the Ricardians with at least as much effect as Mr. 
Cannan has turned against them their own primitive instrument 
of arithmetical illustration.’ 

But I submit that the Ricardian thesis is not refuted by the 
proof that it is not universally true. For, interpreted gener- 
ously, the theory purports to be only probable. The probability 
with which we have here to do is not merely the sort of credi- 
bility short of certitude which characterises empirical knowledge 
generally, but rather a species of presumption not founded on 
specific experience, which is peculiar to the Calculus of Proba- 
bilities. Such is the postulate that when an event must occur 
in one of two ways, and is not known to occur more frequently 
in one way than another,‘ then the event may be considered 
as equally likely to occur in one way as in the other. With 
this may be connected the postulate that—in the absence of 
specific knowledge to the contrary—the coefficients with which 
we have to deal have not extreme values; in particular that the 
differential coefficients are not infinite; and accordingly the 
functions not discontinuous; and so forth. These probabilities 
might be conveniently called ‘‘ a priori,’ from their use in the 
Calculus. I have elsewhere® dwelt on this kind of probability 


1J. 8S. Mill, Political Economy, Bk. IV. Ch. III. § 4, 

2 Quoted by Prof. Flux, loc. cit., p. 277. 

3 Theories of Production and Distribution, p. 322 et seq. 

4 While, if there was a difference of frequency, it would have come to our know- 
ledge—I should be disposed to add, in accordance with the view which I have 
* expressed respecting ‘‘ The Philosophy of Chance,” Mind, 188, 

5 Explicitly and in general in the article in Mind, which has been referred to, 
and in Metretike a pamphlet published in 1887 by the now defunct Temple Com- 
pany; summarily, and with reference to Economics, in Giornale degli Economisti, 
1897, vol. xv., p. 318; and in Economic JouRnat, vol, vii., p. 562, note, and vol. ix., 
p. 307, last par., p. 312, first par., p. 313, note, 
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as required in the human sciences, and content myself now with 
an additional example. Investigating the incidence of our 
import duties Mr. Pigou properly begins an argument thus: 
‘* Presuming, as-in the absence of knowledge is reasonable, that 
the elasticity of production is the same at home and abroad.’’! 
So Mr. Bickerdike, in a paper to which we are coming, properly 
presumes that the coefficients of elasticity with which he has to 
do have not extreme values. 

Now let us apply this principle to the problem in hand, one 
datum of which, it should be remembered, is that the total quantity 
of corn*® consumed before and after the improvement is the 
same. We suppose with Mill ‘‘ population stationary, and a 
sudden improvement made in the arts of production’’;* and 
we also follow Mill in treating it as a matter of general know- 
ledge that of an article, ‘‘ such as the habitual food of the 
people of England, wheaten meal,’’ “‘ there is probably as much 
consumed, at the present cost price, as there would be with 
the present population at a price considerably lower.’’ With 
these presuppositions, and—to begin with—treating the amount of 
land used as constant, let us look first at the construction which 
Professor Marshall has made familiar, in which the degrees of 
the abscissa represent successive doses of outlay and the ordinates 
the corresponding increments of ‘‘corn.’’> The total area of 
produce being constant, the consequence of an improvement is 
to shorten the abscissa representing the amount of capital which 
is laid out on the given land; and to lengthen the ordinates 
representing the returns to doses of capital—if not for every 
dose, every value of the abscissa, at least in general, and on the 
whole so that an equal area may stand on that smaller value 
of the abscissa which represents the capital outlay after the 
improvement. We must give up the pretension to formulate 
the variation in the law connecting the ordinate with the abscissa. 
We must neither affirm that the improvements always add an 
equal absolute amount to the produce of each of the successive 
doses of capital, nor yet that they always add an equal per- 
centage. But we may argue, I think, that there is no reason 
for expecting the average slope of the new curve to be. either 
larger or smaller than that of the old curve; that as to its 


1 Protective and Preferential Import Duties, p. 29. 

2 Economic JoUBNAL, vol. xvi., p. 5382. Cp. vol. xvii., p. 100 et seq. 

3 Political Economy, Bk. IV. Ch. III. § 4. par 1. Ibid. par 5, ‘‘if no greater 
produce is required.” 

4 Ibid. Bk. III. Ch. III. § 2, par. 2; Bk. III. Ch. II. § 4, par. 2. 

5 Used in the genera] sense defined by Professor Marshall, Principles of 
Economics, Bk. V. Ch. VIII. § 3, par. 1, with reference to the classical theory of rent. 
6 Cp. Cannan, loc, cit. 
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general trend the new curve will probably resemble the old one. 
It follows that corn rents will probably go down ; and money rents 
very probably. 

The argument is easily translated into the form proper to 
Professor Flux’s construction. The argument is, I think, not 
affected by taking into account the circumstance that the amount 
of land rented by an entrepreneur-farmer is theoretically in 
general variable. 

III.—I go on to the year 1906, which was fruitful in mathe- 
matical contributions. There is first the article? in which Pro- 
fessor Loria has honoured me by his criticism. Referring to 
an article of mine in the Giornale degli Economisti of 1897 ,3 some 
of which is embodied in the Economic JouRNAL of the same 
year, Professor Loria, as I understand, does not traverse the 
abstract reasoning which I have applied to the case of dual 
monopoly. Rather he appeals to what may be called scientific 
common sense when he intimates that the case is not worth 
treating, since it could not long exist: “‘the two monopolists, 
instead of carrying on an unprofitable war . . . will settle the 
value between them.’’ Now if each of the monopolists were 
producing the same article, this consummation might perhaps, 
with propriety be assumed as the general rule. As Mill says, in 
a passage which is surely remarkable when the date at which 
it is written is taken into consideration, which is, perhaps, even 
truer now than it was then, ‘‘ Where competitors are so few 
they always end by agreeing not to compete.’’® But the two 
monopolists whom I am considering are not always producers 
of the same commodity. That dase might be of no practical 
importance, and yet its analysis might be useful, for the sake 
of the analogous concrete cases in which the two monopolists 
control correlated articles, either ‘‘ complementary ’’ or “ rival.”’ 
These two cases are hardly comprised under Professor Loria’s 
description of my theory: ‘‘it is assumed that the production 
of a given commodity is monopolised by two producers only.’’® 
I gave as instances of complementary articles owned by different 
monopolists the ground and the water-power required by millers.’ 


‘ 


1 The relation between rent and the productivity of the marginal dose of land 
is elegantly exhibited by Mr. J. D. Everett in the paper which has been referred 
to.—Journal of the Statistical Society, 1899, p. 707. 

2 Marshall and Edgeworth on Value, Economic JouRNAL, vol. xvi. p. 365. 

3 Giornale degli Economisti, ii. pp. 23-24 (misprinted ‘‘ Economic JourNaL,” 
in the reference given in a note to Professor Loria’s article). 

4 Vol. vii. p. 237-8. 

5 Political Economy, Bk. I. Ch. IX., § 3, par. 3. 

6 Economic JOURNAL, vol. xvi. p. 366. ? Giornale, loc. cit., p. 20 et seq. 
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The following comment on this case was given in the article of 
the same date in the EcoNoMIc JOURNAL :— 


‘‘The theorem may have some bearing on a system which is 
regarded by some as the ideal of the economic future, that each 
industry should be consolidated into a trust or combination. Such 
a system would be characterised by instability, by fluctuations of 
prices such as now occur in railway wars, but more prolonged; 
for in so far as the combatants, like the two landlords in the 
example given, are not direct competitors, the combat seems less 
likely to be terminated by either the ruin of one party or the 
amalgamation of the two.’’! 


I admitted that when the two monopolists supply rival com- 
modities amalgamation is more apt to occur. 


‘* But,’’ I added, and still submit, ‘‘ even in this case the pro- 
position that value is between certain limits—over a certain range 
of prices—indeterminate, may well be of theoretical importance.’’? 


The problem raised in Cournot’s Chapter VII., as well as the 
problem of his Chapter IX.,3 may repay attention. If he was 
not right in his solution of either problem, he may have been 
right in thinking them both worth solving.‘ 

As to the remainder of Professor Loria’s article directed 
against Professor Marshall’s theory of value it would be pre- 
sumption on my part to speak on behalf of one so capable of 
defending himself as Professor Marshall. I am concerned to 
notice only one point in the position which Professor Loria 
attacks. It appears, from the context of the passage in the 
Principles of Economics® to which Professor Loria adverts, that 
Professor Marshall is there dealing with market value in the 
sense in which it is contrasted with normal value. He adduces® a 
mathematical construction adapted to his purpose; which I 
notice here only because I am about to adapt a similar construc- 
tion to a somewhat different purpose, contemplating not market 
value but normal value. I shall not suppose two sets of dealers 
to meet and settle their bargains at one go-off, so to speak. On 
the contrary, I shall suppose them to meet again and again 
under like initial conditions continually renewed, and to resume 


1 Economic Journal, vol. vii. p. 237. 
2 Loe. cit. 

8 This problem is discussed in the Giornale degli Economiste, 1897. 

4 Some considerations supporting this judgment will be found in the article on 
‘* Paradoxes of Competition,” by Mr. Henry L. Moore, in the Quarterly Journal for 
Economics, Feb. 1906. 

® Principles, Bk. V. Ch. II. Note on Barter. 

® In his Mathematical Appendix. 
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bargains until a system of contracts, not likely to be varied by 
recontract, has been set up. A conception of this sort! is 
required for the full discussion of the topic to which I proceed, 
Professor Chapman’s remarks on the ‘‘ Remuneration of 
“Imployers.”’ ? 
F. Y. EDGEWORTH 

1 I have endeavoured in the article on The Theory of Distribution in the 

Quarterly Journal of Economics, 1904 vol. xviii., p. 187 et seg. to win conceptions 


appropriate to normal exchange value. 
2 Economic JOURNAL, vol. xvi. p. 523. 


(To be continued.) 
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REVIEWS 


Railway Problems. Selections and Documents in Economics. 
Edited by Wituiam Z. Riptey, Ph.D., Professor of 


Economics, Harvard University. (Boston: Ginn and Co., 
1907. Pp. xxxii.—686. 10s. 6d.) 


To an Englishman it is somewhat humiliating to review side 
by side an English product, such as Cunningham’s “ Railway 
Nationalisation,’’ and the American work before us. The latter, it 
is true, is not a complete treatise, but only a volume of collec- 
tanea. But it contains papers, not only by leading economists like 
Professor Taussig and Professor Ripley himself, but also by promi- 
nent statesmen like Mr. Charles Francis Adams, a member of 
what may well be called one of the “‘ great governing families ’’ of 
the United States. And the papers exhibit throughout, not only a 
grasp of principle, such as one expects from professed economists, 
but also an accurate knowledge of railway matters in minute 
practical detail. And this not in reference to America only. 
There is, for instance, from the pen of Professor McLean, of 
the Leland Stanford University, a summary of the work of our 
English Railway Commission, which does admirably for us what 
we have so far failed to do for ourselves. And again, Professor 
Balthasar Meyer, of Wisconsin, who is not only a professor but 
a railway commissioner, contributes a very valuable sketch of 
the working of the Prussian national and local railway councils, 
to which is in large measure owing the comparative harmony that 
in Germany undoubtedly exists between the railways and the 
traders. 

The volume unquestionably fulfils the two purposes which, 
according to the preface, inspired its compilation: ‘‘ To render 
more easily accessible to the interested public valuable technical 
material upon a question of paramount importance at the pre- 
sent time, and to facilitate the work of the college instructor in 
the economics of transportation.’’ But as it contains no less 
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than twenty-seven separate papers it is impossible to review 
them seriatim. It will be more profitable to direct attention to 
some of the more strictly economic essays. And one naturally 
turns first to Professor Taussig’s ‘‘ Contribution to the Theory 
of Railway Rates,” originally published in 1891 in the Quarterly 
Journal of Economics, and here reprinted. Taussig’s paper is 
an answer to Cohn’s assertion that railway rates are like taxes, 
that they are and must be based, not on cost to the railway, but 
on the Leistungsfahigkeit of the customer. ‘‘ The problem is 
therefore at bottom one of ethics, involving those considerations of 
public policy and right and wrong which recur in the discussions 
of proportional and progressive taxation.’’ Taussig’s answer may 
be summarised thus :—‘‘Cohn makes no detailed application of 
this ethical point of view. . . . There is an obvious difficulty. . . . 
How are we to know that cheap goods—say, coal and ores— 
serve for the consumption of the poor?’’ The true theory is: 
‘* Not only the fixed capital of the railway, but a very large part, 
in fact, much the largest part, of the operating expenses repre- 
sents outlay, not separate for each item of traffic, but common 
to the whole of it or to great groups of it. . . . The traffic is 
of very various sorts, subject to demand from different quarters 
with varying degrees of intensity. It is, therefore, in accord 
with what we might expect from the general theory [of joint 
cost] that the different sorts of traffic contribute in very different 
proportions towards paying the element in railway operations 
which represents joint cost. Traffic which will continue to come, 
even at comparatively high rates, will continue to be taxed high, 
and will contribute largely to fixed expenses. Traffic for which 
the demand is sensitive to price, and which can be got only at 
low rates, will contribute little.’’ And then, after elaborating 
and applying by detailed illustrations these principles, Taussig 
concludes : ‘‘ If the reasoning presented in the preceding pages 
is sound, obviously Cohn’s conclusions are not tenable. If the 
true explanation of the apparent anomalies in the adjustment of 
railway rates is to be sought in the principle of joint cost, the 
ethical principle of Leistungsfahigkeit may be brushed aside, and 
the analogy to taxation disappears.”’ 

With all respect to Professor Taussig, he seems, to the pre- 
sent writer, to put his case too high. Granted, which nobody 
will dispute, that the cost of service is mainly joint. Then that 
portion of the cost of service which is not joint may be appor- 
tioned to the separate consignments on various principles. Call 
the special cost of any consignment x, and assume—which is 
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roughly true in ordinary practice—that the general, undistributed 
cost, including normal interest of capital, is three times as great. 
Then we may—-and in a monopoly undertaking in a new country, 
say the Uganda Railway, probably could—fix the rate for that 
consignment at 4x. This would be a cost of service rate as near 
as could be ascertained. Or, again, a railway may charge each 
consignment the rate calculated to secure the maximum net 
revenue for itself. This would surely be basing charges on 
Leistungsfahigkeit in a commercial, though not in an ethical 
sense. Or, thirdly, a railway may do what the English railways 
did under compulsion of Mr. Gladstone’s Cheap Trains Act, 
1844, and deliberately adopt charges for third-class passengers, 
on a scale assumed to be less than normally profitable, because 
of their assumed poverty. Surely this is to base charges on the 
ethical principle of Leistungsfihigkeit. It may be said that this 
is a hypothetical case; and that in the instance given the rail- 
ways reduced their charges not for ethical reasons but by statu- 
tory compulsion. But in one instance in comparatively recent 
years the English railway companies certainly acted on definitely 
ethical grounds. Workmen’s tickets used only to be available 
to return after five o’clock in the afternoon. They have been 
made available any time after midday, though the change has 
let in at the low fare various classes of non-workmen, such as 
market salesmen. The reason for the concession was that it was 
represented to the companies that workmen who failed to get work 
tended to wait till five o’clock in the public-house. Again, 
the extraordinarily low and unremunerative rates charged by 
several companies for agricultural parcels may be fairly claimed 
as instances of rates largely due to altruistic motives. 

Nor can we admit that there is no analogy to taxation. A 
Chancellor of the Exchequer must raise by taxation the revenue 
which he needs. But within wide limits he can exercise a 
discretion as to what he will tax and at what rate. Surely a 
railway company has a similar discretion. Not only can it vary 
its rates for different articles inter se, but it can, while preserving 
the ratio of different rates, maintain them unchanged or reduce 
them all round. It can, broadly speaking and within limits, 
at least in a progressive community, obtain the same revenue 
from a small traffic at high rates or from a larger traffic at 
lower rates. And from the arbitrary decision of the railway 
sovereign—using the word in Austin’s sense—the railway con- 
signor has no more appeal than from that of the Chancellor. 
All he can do is to convince by argument or agitation the tax- or 

















§ 
< 

















1907] RAILWAY PROBLEMS 235 


rate-imposing authority that the proportion of revenue exacted 
from him is inequitable. He can only avoid the tax or rate by, 
in the one case, ceasing to consume, say, tea; by, in the other 
case, ceasing to consign the over-charged article. 

We hold, therefore, that a railway manager is really a taxing 
authority, and that, while revenue is his main concern, and, 
therefore, his rates must ‘be such as not to check the volume of 
consumption, he ought to be and is influenced by social reasons, 
as in encouraging agriculture, or by ethical reasons, as when 
American railways encourage religion by carrying ministers at 
half price. At the same time, we think that custom is a more 
potent force in fixing, or at least maintaining, rates than any 
other. ‘‘ Traffic which can only be got at low rates,’’ says 
Taussig, ‘‘ will contribute little’’ towards joint-cost expenses. 
And this was doubtless true without qualification in the early 
days of railways. It is only true nowadays in a limited sense. 
The original rates for, say, coal, no doubt did little more, in 
America at least, than pay actual haulage. But under modern 
conditions, with net loads of 2,000 to 3,000 tons per train, the 
coal traffic probably leaves a larger margin over what the 
Germans call the Selbskosten than any other class of traffic. 
The rates per ton-mile are low, the demand is sensitive to price, 
but the Selbskosten are so small that even a rate which the 
traffic can well bear is highly profitable to the railways. 

Professor Ripley contributes to the book before us, not only 
an introduction, but a valuable essay on ‘‘ Economic Wastes in 
Transportation.’’ The former gives some curious instances of 
the way in which American freight rates can outweigh even the 
American customs tariff. In one case English cement to the 
interior paid, per 100lb., 8 cents duty and 10 cents railway rate 
and ocean freight ; but the railway rate alone to the domestic pro- 
ducer was 20 cents. The latter essay discusses, with intimate 
knowledge of detail, the methods in which American railway 
competition leads to waste: (a) by the carriage of traffic by im- 
mensely circuitous routes, and (b) by the simultaneous carrying 
of identical articles, from Massachusetts, say, to compete in the 
markets of Illinois, and from Illinois to compete in the markets 
of Massachusetts. There is, he says, in America “‘a general 
acceptance, both in theory and practice, of the principle that 
distance is a relatively unimportant element in rate-making.”’ 
And he thinks that there are no less than five separate evils 
resulting from ‘‘ this American practice of unduly disregarding 
distance as a factor in railroad transportation. It inordinately 








236 THE ECONOMIC JOURNAL [JUNE 


swells the volume of ton-mileage ; it dilutes the ton-mile revenue ; 
it produces rigidity of industrial conditions [by keeping alive 
factories which, from their disadvantageous location, had better 
be closed]; it stimulates centralisation both of population and 
of industry; and it is a tax upon American production.’’ Pro- 
fessor Ripley suggests two remedies, agreements for the division 
of traffic under Government supervision and a strict enforcement 
of the law as to the long and short haul, the underlying idea of 
which is that a rate between any two points on a line from A 
to B shall at least not be higher than the rate between the points 
A and B themselves. On this we should like to offer two criti- 
cisms. Disregard of distance may have—no doubt has—gone 
too far in the United States. It is questionable whether, in any 
other country, it has gone far enough. To the layman sheer 
mileage rates seem to represent justice. Such an one would 
probably regard it as a paradox, if he were told, as is un- 
doubtedly true, that prima facie we might expect that it would 
cost more to carry from Slough to Totnes than from Paddington 
to Plymouth. The strict enforcement, as in France, of the long 
and short haul principle results in this: that the rates between 
two great towns, say Paris and Lyons, are by so much higher 
than economically they should be, as the rates between the small 
intermediate places are lower than they should be. Further, 
agreements between companies, whether under Government 
supervision or not, can only result pro tanto in limiting com- 
petition, and we submit that in great commercial countries like 
England and the United States to limit railway competition arti- 
ficially is not in the public interest. 

We are no advocates of what a judge of the Supreme Court 
of the United States recently called the bellum omnium contra 
omnes ; we admit that theoretically a railway ought to be a 
monopoly ; we admit that competition implies waste, and a waste, 
moreover, that only rich and progressive countries can afford. 
But we claim, on the other hand, that railroading is a very new 
and undeveloped industry ; it has been improved out of all know- 
ledge in the last twenty years; and the improvements have prac- 
tically all originated in the competitive countries. We believe 
that it could be shown by detailed comparisons that—to compare 
like with like, except in matter of competition—freighters in 
the newest portions of the United States, such as Texas or 
Washington and Oregon, with their rival railways fighting, often 
wastefully, for traffic, are vastly better off than freighters on the 
monopoly railways of Australia. We know no spur so sharp to 
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stimulate inventiveness, resource, energy, and economy in rail- 
way management as the sight of a rival’s success. We believe 
that competition in the United States has only wasted a small 
portion of a vast fund of wealth that, but for competition, would 
never have come into existence at all. And we think that in 
that country at least—were it only to provide a training-ground 
for the future managers of monopolistic railways—competition 
may well be left unrestrained except so far as the competitors 
may learn by practical experience to restrain themselves. 

We have dealt at such length with two of these papers that 
we must refrain, however unwillingly, from dealing with the 
rest. We may, however, add that, though there are several 
papers dealing with foreign countries, we have failed to find 
more than one inaccuracy; and this is, we may presume, due 
to looseness of expression rather than lack of knowledge. In 
the article on ‘‘ Railway Regulation in France,’’ it is stated 
(p. 652) that ‘‘ the railways are encouraged to earn large profits,”’ 
and a note adds that ‘‘M. Pelletan, in his report of May 12th, 
1889, pointed out that French railway shares paid from 10 to 
24 per cent. of their original cost; since then there have been 
some increases of dividends.’’ It should be noted, however, that 
only about 10 per cent. of French railway capital is in shares ; 
90 per cent. is in bonds bearing a very low rate of interest; so 
that the overhead remuneration of French railway capital is 


under 4 per cent. 
W. M. AcwortH 


Should our Railways be Nationalised? By W. CUNNINGHAM. 
(4th enlarged edition.) (Dunfermline: Romanes. Pp. 295. 
2s. 6d.) 


Is it not almost time that some economist of position under- 
took a serious study of this question? ‘The fact that the book 
before us has reached a fourth and enlarged edition is sufficient 
proof that the subject is not only of importance but also of general 
interest at the present time. Within the last twenty years three 
other books have been published on it in England.’ No one of 
the three had any claim on the ground either of accuracy of 
statement or of force of argument to be treated seriously. And 
now we have a fourth, which deserves to occupy an even lower 
place in the category. And yet in default of anything better it 


1 Waring, State Purchase of Railways, 1887 ; Holc, National Railways, 1893 ; 
Clement Edwards, M,P., Railway Nationalisation, 1898, 
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is actually read and quoted as an authority ; for instance, in the 
evidence given by an influential Irish M.P. before the Viceregal 
Commission on Irish Railways now sitting in Dublin. A few 
samples of Mr. Cunningham must suffice. The Kingdom of 
Prussia is, he tells us (p. 210), ‘‘ contained within a radius of 
134,466 square miles.’’ ‘‘The railways’’—he calls them 
‘“German,’’ but he is evidently speaking of the Prussian- 
Hessian system—made in 1904 a ‘ net profit’ of £381,000,000.”’ 
This is the figure, not of profit, but of net receipts from working 
before paying interest on the capital of between four and five 
hundred millions. On page 29 he says that in England ‘‘ the 
result of careful inquiries shows that the fare per passenger-mile 
is as near as possible one penny.’’ IJ know of but one careful 
inquiry, that made by the North-Eastern Railway, and it shows 
that the fare per passenger-mile is as near as possible one half- 
penny. Again, on p. 11 he states, ‘‘It is not doubted that, of 
£1,200,000,000 invested capital in our railways, nearly 
£300,000 ,000 of it [sic] was paid to lawyers.’’ So much for 
accuracy. Then for logic. On p. 27 the author says, ‘‘ The 
average passenger fare [in Great Britain] is about 83d., and at 
fifteen passengers to the ton gives 10s. 6d., against 7s. O$d. for 
goods—and passengers load and unload themselves.’’ Again he 
devotes a dissertation to the subject of automatic couplings, and 
deduces from the fact that they have been adopted with success 
on the private railways of the United States—and nowhere else 
—an argument for the nationalisation of English railways. Is it 
not time that a serious subject, which will have to be faced in 
practical politics ere long, should be rescued from treatment of 
this kind ? 
W. M. AcwortH 


Economics of Railroad Construction. By W. L. Wess, C.E. 
(London : Chapman and Hall, 1906. Pp. 339.) 


THERE are not many books on the subject of railway economics 
in the English language, and we gladly welcome this addition 
to the number. Despite sundry defects, this work is a real con- 
tribution to the literature on the subject. Not that there is 
much that is new in the book, for a large portion was included 
in Professor Webb’s earlier work, ‘‘ Railroad Construction.”’ 
Moreover, in both books a heavy debt is due to the standard work 
of the late A. M. Wellington—‘‘ The Economic Theory of Rail- 


way Location.”’ 
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The task which Professor Webb set himself appears to have 
been three-fold. (i) To bring Wellington’s work up to date, at the 
same time making good some omissions; (ii) to eliminate from 
that book engineering matter dealing with the composition of mate- 
rials; (iii) to reduce the book to reasonable dimensions. The 
first and third portions of the task have been done best. Many 
of Wellington’s estimates have proved untrustworthy, because 
they were founded on insufficient data, or circumstances have 
changed. These have all been subjected to a careful scrutiny, 
and many of them have been revised. At the same time, the book 
has been reduced to one-quarter the size of Wellington’s, without 
anything material being sacrificed. 

That the second portion of the task has been carried out 
successfully on the whole seems due to accident. Thus on p. 166 
the following statement is made: ‘‘ The methods of chemical 
treatment of ties will not be here discussed, as it may be found 
in numerous text-books.’’ We pass over the false concord, and 
would only notice Professor Webb’s non-appreciation of the limits 
of railway economics. The same feature is observable elsewhere, 
e.g., pp. 175-6. 

When Professor Webb quits the region of equations and 
statistics, he is rather given to making general statements, which, 
to say the least, are ill-considered. Thus on p. 158 he writes: 
‘‘ From the operating standpoint it costs just as much to haul a 
ton of coal as a ton of furniture.’’ The merest tyro at railway 
work knows this is not so. Furniture is lighter than coal in pro- 
portion to bulk, and, consequently, the ratio of dead weight to 
paying load is greater for furniture. Again, on p. 85 some reasons 
are given for the rise of 50 per cent. which has occurred in the 
average cost per train mile in the United States since 1895. The 
reasons given all have weight, but it is difficult to understand why 
no reference is made to the growth in the average train load, which 
amounts to 78 per cent. in the same ten years. The effect of 
the increase in train load is similarly ignored in the discussion on 
engine men’s wages, with the result that a conclusion is arrived 
at which may be true, but certainly is not proved by the figures 
and arguments brought forward. 

The following very interesting conclusion is arrived at on 
p. 248: ‘‘ The cases are very rare where the element of time 
as affected by reduction of distance can be given financial weight.”’ 
‘his may be true in a country like America, in which distances 
are great, but we do not think it applies to a thickly populated 
country like England, in which the possible length of journey 
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is small. If it did, the policy of the Great Western Rail- 
way, for instance, during recent years should spell ruin for that 
company. 

In spite of defects the book is a valuable contribution to 
railway economics, and, as it is thoroughly practical, it should 
appeal to railway men and students equally. 

W. T. STEPHENSON 


SMALL HOLDINGS. 


1. The Working of the Small Holdings Act. With Suggestions 
for its Amendment. By L. Jess. (London: Murray.) 

2. How Landlords can create Small Holdings. Some Examples. 
By L. Jess. (London: Murray.) 

3. Report of Departmental Committee on Small Holdings. 
(Wyman and Sons, Fetter Lane, 1906.) 


Miss JeBB begins with an inquiry into the working of the 
Small Holdings Act of 1892, which, it is generally admitted, 
has not borne all the fruit which its authors expected from it. 
Dealing with the evidence on which that Act was founded we 
come first to the vexed question of ownership v. tenancy. The 
local authorities are generally in favour of the former, 
the great majority of the peasantry are in favour of 
the latter. In fact, in making my own inquiries I only found 
one county, namely, Westmorland, in which the labourers 
preferred to purchase. The local authorities, whether county 
council or parish council, do not wish to be burdened 
with the cares and responsibilities of a landlord, or the chance 
of finding themselves left with empty farms upon their hands. 
The peasantry don’t like to be tied down to any given spot: or 
to be unable to get rid of their land readily, except by selling it at 
a heavy loss after its value has been depreciated. They object, 
moreover, to the deposit required from a purchaser, as they want 
all their ready money for immediate purposes. We_ under- 
stand the objection of the local authorities, but we should 
say nevertheless that from a public point of view the 
hiring system was decidedly preferable, for it would avoid 
the risk of creating a class of hereditary squatters whose condi- 
tion, where they still exist, should be a caution to enthusiasts. 
In almost every English village the worst cottages are those 
inhabited by the owners. 

Miss Jebb gives in to the popular idea that sufficient land 
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cannot be acquired for small holdings without the extension 
of compulsory powers to the local authorities. It may perhaps 
be found necessary to confer such powers, but not upon the 
county or parish council. The committee very truly report 
that the central authority, i.e., the Board of Agriculture, 
is the only body fit to be entrusted with such powers, or which 
would be “‘ unlikely to use them in an arbitrary manner.’’ The 
county council in the exercise of such authority would, it has 
been pointed out, often be waging war on their own friends, 
neighbours, and tenants. The parish council might be animated 
by personal feelings of a directly opposite character. For all 
reasons it is better that compulsion, if compulsion there must 
be, should be in the hands of a body above all local jealousies or 
partialities, a point which Miss Jebb does not seem to have 
considered. 

As to the demand for and the supply of small holdings, it 

is difficult to get at the exact truth. The evidence given by 
Lord Carrington’s own land agent, Mr. Jonas, before the Depart- 
mental Committee is extremely valuable. ‘‘ The small holders are 
men who, having made the cultivation of allotments successful, 
have been given land enough to make a small holding. 
Success is probable on a variety of soil, and under a variety of con- 
ditions where special care is taken to select the right kind of 
men to work the land in the manner best suited to it, and unless 
the man is known to be skilful in the cultivation of the land 
and the sale of its produce, a period of probation in the working 
of an allotment or otherwise is advisable as a test.’’ This 
has long been obvious to those who have studied the subject. 
Twenty years ago we find in Mr. Kebbel’s ‘‘ Agricultural 
Labourer’’ exactly the same suggestion representing the allot- 
ment system as a training school for peasant farmers. Mr. 
Jonas goes on to say that ‘‘ Small holdings, to be economically 
successful, must originate in a genuine demand for them by 
really suitable tenants’’ (Report, pp. 20, 21). 

Has Miss Jebb made a point of inquiring whether there is 
any difficulty in finding land available for such men as these? 
Because it all turns on that—there is abundant evidence to 
show, had we space to produce it, the almost certain failure 
of small holdings farmed in neglect of these precautions. If we 
confine our attention to the class of applicants who are known 
to be competent men, and put out of consideration “‘ the large 
number of manifestly unfit men’’ who give so much trouble to 
those engaged in the business of letting small holdings, shall we 
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not have reason to believe that the difficulty of procuring land 
for this purpose has been vastly exaggerated? When a pupil 
destined for the law once complained to Mark Pattison that the 
Bar was overstocked. ‘‘ Yes,’’ said Pattison, ‘‘ but not with 
able men.’’ It is the rejected applicants who would be ruined 
by compliance with their demands who go about talking of the 
‘blank denial.”’ 

Small holdings are suitable only for two classes of men. The 
exceptionally industrious, skilful, and self-denying labourer who, 
by the exercise of those virtues which ensure success in most 
of the occupations of life, has saved capital enough by his 
own exertions to enter on a small farm with some prospect 
of success, and what is more, has shown himself possessed of 
those qualities which can alone enable him to make it answer. For 
these men small farms cannot be too freely provided. The other 
class who make them pay are those who combine with the 
occupation of land some other trade or calling. The village 
shopkeeper, butcher, publican, or blacksmith, the market-gar- 
dener, or the poultry breeder, will always be the better for a 
few acres of land, and will usually do full justice to them. 
Miss Jebb recognises this distinction : but it requires to be more 
strongly emphasised: it is only our appreciation of its im- 
portance which can enable us to combat the erroneous asser- 
tion that enough land cannot be got for small holdings without 
compulsion. Enough land can always be found for fit men : and 
the less that is found for unfit men the better. 

Miss Jebb’s pamphlet on ‘‘ How Small Holdings can be 
Created ’’ agrees in the main with the Report of the Commis- 
sion. We are of opinion that it would be far better for the land- 
holders of this country to take the whole business into their own 
hands. If on every estate of 5,000 acres two or three large farms 
were set aside as they became vacant for conversion into peasant 
holdings, the end might possibly be gained without either injury to 
existing tenants, or pecuniary loss to the landlords. Miss Jebb 
has evidence to show not only that higher rents can be obtained 
from the smaller tenants, but that these rents are punctually paid. 
Lord Harrowby’s testimony (pp. 54-57), is of great practical in- 
terest. He shows, by his own personal experience, that it is pos- 
sible for landowners to ‘‘ create small holdings of ten acres or up- 
wards on an economic basis with borrowed money because the 
higher rent to be obtained from small holdings will more than pay 
the interest on the loan.’’ But here it is necessary to point out 
that, according to other witnesses, it is just this higher rent which 
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breaks the back of the small holder, and makes him a failure 
instead of a success. If the ordinary agricultural rent of the 
district represents the market value of the land, it is fair to ask 
how the small holder. by the terms of our argument a poor 
man, can afford to pay more. It is perfectly true that, for the 
sake of getting ‘‘a bit o’ land,’’ the labouring man very often 
will be ready to offer anything. But it cannot be right to en- 
courage him unless there are reasons for doing so not incon- 
sistent with economic principles. This is a problem which Miss 
Jebb has omitted to explain. The question, moreover, is com- 
plicated by the fact that many of Lord Harrowby’s small holders 
do *‘ combine their work on the land with other employment,” 
the very class of men for whom small holdings are universally 
allowed to be suitable, and whose fitness for them requires no 
proof. 

If the system of small holdings is to be adopted on the 
scale demanded by our advanced agrarian reformers it is quite 
clear that it cannot be restricted to exceptionally qualified men : 
it must be something of which the average agricultural peasant 
is able to avail himself. It is equally certain that he will never 
bring sufficient capital into the business to insure himself in the 
jong run against inevitable losses : bad seasons, loss of stock, and 
other accidents, to which both tillage and pasturage are alike 
liable. 

Miss Jebb and the Committee are agreed on one point, 
and that is that the best solution of the whole difficulty 
is to be found in the willing co-operation of the terri- 
torial classes, who possess that first of all requisites, 
a knowledge of the subject, and are able to distinguish between 
competent and incompetent applicants, a task by which muni- 
cipal authorities are greatly perplexed. ‘‘ There is no doubt,”’ 
says Miss Jebb, ‘‘ that if the landowning class were to make 
this a more special subject for their consideration, many of the 
evils which are sometimes feared from schemes promoted under 
legislative action would be averted.’’ We are firmly con- 
vinced that whether an extended system of small holdings shall 
turn out to be a blessing or a curse entirely depends on the 
character of those who conduct it, and on the object for which 
it is promoted. If it is made a political question, an excuse 
for the gratification of class jealousies, farewell to all hopes of 
its success. 

T. EK. KEeBBEL 
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Our Heritage in the Land. By H. E. Moore. (London: P. S. 
King, 1906. Pp. 144.) 


THE idea of work on the land in connection with the unem- 
ployed has been simmering in the air for a good many years. 
In 1895 Sir William Mather presented a scheme to a parlia- 
mentary committee which was considering the question of 
‘‘ Distress from want of employment,’’ for the provision of 
work on the land, by means of State aid, to the unemployed. 
About the same time appeared Mr. Moore’s book, Back to the 
Land, advocating the same policy. 

The present work is a collaboration of these two writers ; 
it contains Sir W. Mather’s scheme as presented in 1895 ; subse- 
quent experience, he says, has not caused him to see the neces- 
sity of altering it in any way. The rest of the book, compiled 
by Mr. Moore, is a sort of revival of Back to the Land. 

There are two classes that have to be considered, viz.: the 
temporarily unemployed, without money or experience of work 
on the land; and those who, when displaced from other indus- 
tries, wish to obtain a permanent living on the land. 

Sir W. Mather proposes that the one class should be helped 
temporarily by means of “farm training colonies,’ and the 
other by permanent establishment on ‘‘ small farm settlements.”’ 
The farm training colonies are to consist partly of unreclaimed 
land, by work on which it has been proved that an able-bodied 
man can earn the cost of his maintenance. The satisfactory 
men, if they so desired, could be passed on to the permanent 
farm settlements ; or the colonies themselves might be converted 
into settlements when the work of reclamation was finished. 

When these ideas were first promulgated, both by Sir Wil- 
liam Mather and Mr. Moore, there were few data at the author’s 
command on which they could found their arguments. During 
the last ten years, however, various experiments have been tried 
of the nature recommended in this book, and it is possible, 
therefore, to come out of the realms of pure theory and study 
the results of such schemes when put into practice. It is 
regrettable that, this being the case, they have not been dealt 
with in a more exhaustive way. A very slight summary of the 
work on various labour colonies is given, whereas one would 
like to know more definitely the actual lines on which they 
had been run, and study the reasons for success or failure. All 
that one does gather is that there has been some very good 
reason for the failures which have occurred, either because of 
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the character of the men employed, or because of some unsuit- 
able conditions in connection with the agricultural aspect. 
Given the proper conditions and an expert to run the colony, 
there seems no reason why the cost of maintaining an able- 
bodied man should exceed the value of his work. Actual figures 
are quoted, amongst others, from Hadleigh and Hollesley Bay 
to show that this fact has been conclusively established; it is 
partly on this basis that the suggestions are based which provide 
that the State should advance capital for the acquisition of the 
land. It is argued that the value accruing from the improve- 
ment of the land by hand cultivation will not only secure the 
State against loss, but will contribute towards the cost of build- 
ings, &c.; in this way the cost of finding employment will not 
come upon the rates. This statement seems only to hold good 
in the case of reclamation work, however; it is therefore speci- 
fied that one of the essential conditions of any farm chosen for 
a colony should be that it consists partly of very good land and 
partly of bad or unreclaimed land. The author admits that 
there would be a difficulty in finding these two conditions to- 
gether to any great extent, but argues that there are many 
farms which have been allowed to ‘fall out of cultivation,’’ 
and could be let or sold cheaply. There appears to be some mis- 
apprehension in the author’s mind as to the real nature of land 
which has been allowed to go out of cultivation. He seems to 
include in this definition all land which was formerly arable 
and is now pasture. It is misleading to talk of the latter as 
‘being allowed to run to grass.’’ The formation of permanent 
pasture is a very costly process, and it is probable that a good 
half of the land has not ‘‘ been allowed to run to grass,’’ but 
has been very carefully laid down at great expense; far from 
being able to acquire it at a low figure, the purchase price or 
letting value is considerably higher than that of arable land. 

The first criticism one has to offer, therefore, is that the 
preliminaries of this scheme are based on conditions which are 
not found to any great extent in England. 

Assuming, however, that it is possible to found such colonies 
with State aid without cost to the ratepayers, one has still to 
inquire what will it lead to, in the case of those who wish to 
settle permanently on the land. 

Mr. Moore devotes one chapter of the book to showing how 
a living can be made on six acres of land under a system of 
arable dairying. There is nothing in his statements that the 
agriculturist feels inclined to quarrel with, and there is no doubt 
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that many men would succeed as well as he demonstrates. On 
the other hand, one has to consider that a living is not often 
made by our present race of agriculturists on six acres by 
agricultural methods; and this being the case, will the townee, 
with his short training and experience, be likely to do it, allow- 
ing, of course, for the fact that due provision is made for co- 
operative methods of sale and purchase? 

In this way, the book is disappointing ; the reader feels that 
there is really nothing solid to go upon, however enlightening 
and interesting the suggestions thrown out may be. It is by 
no means proved that those displaced from the industries can- 
not be brought back to the country, but for the present there 
is more important work to be done. 

Few people realise what a very large number of trained and 
efficient small holders exist in England at the present time, 
who are unable to get land, and who drift townwards for no 
other reason than this. In the light of this knowledge, these 
endeavours to deal with the problem from the other end, and 
teach the displaced townsmen how to cultivate the land, seem 
of less importance than those which aim at supplying land in 
the rural districts to the agricultural population. 


L. JEBB 


The Rating of Land Values. By J. D. CHoruton, M.Sc. 
(Manchester University Press, 1907.) 


Tuis book is distinguished by clear thinking and thorough- 
ness, and is free from partiality and exaggeration. The author 
clearly sees that the ‘‘ unearned increment’’ argument furnishes 
rather unsatisfactory justification for attempting to appropriate 
land values already in existence, and frequently in possession 
of people who have paid full value. He seems, however, to 
think that some good might result from such a re-arrangement 
of finances as was suggested by the minority of the Royal Com- 
mission. On p. 88 we read: ‘‘In an area in which land value 
is one-third of total rateable value a site-value rate of 2s. in the 
pound would reduce the general rate by 8d. or 9d. If, then, 
we could obtain from other sources sufficient money to reduce 
the general rates by 1s. in the pound, we could set off a total 
reduction of, say, ls. 9d. as against the special site-value rate 
of 2s. The net result, therefore, would be an increase of 3d. 
in the rates on land and a decrease of 1s. 9d. in the rates on 
buildings. In that case—assuming that rates on land fall on 
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owners, and that the whole of the rates on buildings fall on 
occupiers—a small additional burden would be cast on land- 
owners, while occupiers would obtain substantial relief. There 
can be little doubt, however, that landowners would obtain 
something by so large a reduction in the rates on buildings, 
and probably they would gain more than enough to compensate 
them for the small additional burden on land.’’ 

The author recognises that if his reasoning is sound, the 
scheme would not result in appropriating any part of existing 
land values. It would not be the sort of thing which is popu- 
larly demanded. 

Mr. Chorlton’s argument is based on the classical theory 
that the incidence of an ordinary rate can be regarded as 
divided between owners and occupiers respectively in the ratio of 
site-value to building-value, with an additional indeterminate 
shifting from occupier to owner in consequence of diminished 
demand for buildings, and similar, of course, would be the 
incidence of a relief of rates. He refers (p. 21) to the opinions 
of economists as put forward in the Memorandum of the Royal 
Commission, and in regard to Professor Edgeworth’s criticisms 
(ECONOMIC JOURNAL, Vol. X.), he says: ‘‘ Professor Edgeworth 
is more guarded, but I do not understand that he dissents.’’ 

We venture to suggest that a more careful reading of Pro- 
fessor Edgeworth’s article would make it clear that he does 
dissent from the classical view, as understood by Mr. Chorlton. 
In the case of an ordinary rate the indeterminate shifting caused 
by diminution of demand for buildings, and therefore for land, 
is the only incidence on the owner, and the only advantage 
which owners can expect from relief of ordinary rates is such as 
may be caused by an increased demand for building-land, and is 
of quite uncertain amount. The case is exactly parallel to that 
of a tax on wheat or barley (vide also EcoNoMic JOURNAL, Vol. 
XII., pp. 478-9). We may well doubt whether a relief of 
general rates to the extent of ls. 9d., or even 2s., accompanied 
by a general site-value rate of 2s., would leave landowners in 
as good a position as before. 

The author despairs of getting the eight millions from the 
Exchequer which would be necessary to relieve general urban 
rates by a shilling in the pound, and suggests asking for only 
half, and having only a shilling tax on site-values. It will be 
surprising if even four millions is forthcoming. 

The author views favourably the proposal to tax future in- 


crements of site-value, and estimates that a tax of 5s. in the 
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pound on increase of value would be bringing in three-quarters 
of a million for London in ten years’ time. 

This book does not refer to the idea not infrequently sug- 
gested by advocates of taxation of site-values, that ordinary 
beneficial rates ought, on merely business principles, to be levied 
on site-value. The discussion in the earlier chapters, however, 
disposes of the crudest fallacies. 

Another defect is the rather too easy brushing over of the 
anomalies which would occur if the site-value taxation scheme 
were restricted, as the author seems to contemplate, to urban 
districts only. 

The chapter on foreign and colonial experience summarises 
what information is available ; hardly enough to be of very much 
assistance to us. The book must be pronounced a sober and 
useful contribution to the discussion, and it is to be hoped that 
legislators will read it. 

C. F. BIcKERDIKE 


Municipal Control of Public Utilities. By O. LL. Ponp. Columbia 
University Press. (London: P. §. King and Son. 1906. 
Pp. 115.) 


THE sub-title of this work, ‘‘ A Study of the attitude of our 
[United States] Courts towards the increase of the sphere of 
Municipal activity,’’ correctly describes its scope, and it there- 
fore contains little matter of economic interest. The Courts, it 
appears, ‘‘ have not hesitated to voice the feeling that the trend 
of modern thought was favourable to municipal ownership and 
operations,’’ and they may, in fact, not unjustly be described 
as partisans of municipal trade. It is, in these circumstances, 
somewhat unfortunate that the economic arguments involved 
appear not to be understood; nor docs the author attempt to 
enlighten the judges. For example, municipal property is, gene- 
rally speaking, exempt from local taxation, a state of things 
which is commended on the ground that such taxation would be 
an expense without any corresponding benefit, whilst the objec- 
tions to it are not even hinted at. If municipal profit and loss 
accounts are to be taken as guides to the gains made by the 
cities in question, the accounts of municipal trades should ob- 
viously be debited with the taxes which would be paid by 
private companies managing similar works ; and where the works 
are not assessed this can hardly be done. ‘The profits made by 
a city in the United States by the municipalisation of an industry 
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within its borders may therefore be partly illusory. The dis- 
tinction between onerous and beneficial taxation, moreover, does 
not appear to be appreciated. When a city municipalises an 
industry outside its borders, and when this industry is conse- 
quently freed from beneficial local taxation on the ground that it 
is @ municipal property, the city buying the works does make 
an actual profit on the transaction at the expense of the citizens 
of a neighbouring locality, a profit which is by no means illusory. 
It is strange that the law which in most States thus rewards a 
city for establishing its municipal enterprises outside its own 
boundaries should be held to be so unquestionably sound. ‘The 
arguments in favour of the granting of exclusive concessions to 
private proprietors operating municipal monopolies are also 
entirely ignored. ; 
LEONARD DARWIN 


The Socialist Library. I11.—Studies in Socialism. By JEAN 
JaurEsS. ‘Translated by Mintprep Minturn. (London: 
Independent Labour Party, 1906. Pp. xvii. +174.) 

THE Socialist Library aims, inter alia, at doing *‘ something 
to knit together the different sections of Socialist opinion and 
activity in this country,’ and to this end it would be difticult 
to find anything better adapted than are the studies by M. 
Jaurés included in the volume before us. These form, as the 
editor says, a treatise ‘‘in the nature of the forces that are 
making for Socialism, and their organisation by a Socialist poli- 
tical party.’’ The opening essays deal briefly with the Socialist 
aim and its relation to the existing system of individualism, 
while the remainder of the book discusses with considerable 
fulness the problem of Socialist method under a régime of Par- 
liamentary Government. 

In its treatment of the existing situation, M. Jaurés’ work 
leaves, it must be confessed, much to be desired. It is surely 
matter for surprise to find one so alive to the facts as our author 
shows himself to be when dealing with the question of method, 
still content to accept as satisfactory a classification of society 
which recognises only two great classes—the one the wage- 
earning, the proletariat, and the other the capitalist, the former 
of which can only live and exercise its faculties on condition 
that it pays a sort of tax to the latter. What is this proletariat? 
It appears from the sequel that it includes the wage-earning and 
salaried class. But in that case a more thorough diagnosis of 
the facts might perchance rob the antithesis between capitalist 
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and proletariat of something of its sharpness, and of its effec- 
tiveness for propagandist purposes. 

In the essay on ‘‘ The Radicals and Private Property,’’ M. 
Jaurés makes effective use of the results of historical research, 
which conclusively show that the conception of private property 
has varied in the course of history. In Greece or Rome, the 
man who proclaimed himself, without qualification, a defender 
of private property would have been understood to approve of 
slavery, just as in medieval times he would have been taken to 
be an upholder of serfdom. It is undoubtedly true that the 
history of economic progress has been marked by the restriction 
or abolition of property in man. But it may be equally per- 
tinent here to note that, if in the course of progress the right 
of private property has lost something in extensiveness, it has 
gained something in depth. The development of the institution 
of private property and economic progress have gone hand in 
hand. 

But to M. Jaurés the capitalist system is still the fons et 
origo malorum. It at the same time exploits the labour power 
of the workman and restricts his liberty. Justice, he holds, 
‘‘has come to signify that in every man, in every individual, 
humanity ought to be fully respected and exalted to its complete 
stature.’’ And this is only possible through the establishment 
of Socialism, which alone can give its true meaning to the De- 
claration of the Rights of Man, and in its turn presupposes 
the action of the proletariat. Marx and others who greeted the 
advent of the proletarian power as destined to transform the 
world ‘‘ have, perhaps, over-simplified the problem and magni- 
fied the absorbing faculty of concentrated capital.’’ But after 
making all allowances, it remains true, according to M. Jaurés, 
that the proletariat is increasing, while wholesale production has 
prepared it for wholesale ownership of property, ‘‘ which, car- 
ried to its logical conclusion, means social ownership of property.”’ 

Socialism, M. Jaures maintains, will realise itself not 
through ‘‘the depressing monotony of a centralised bureau- 
cracy,’’ but through the embodiment of the proletarian power 
in different forms: universal suffrage, trade unions, co-operative 
societies, and the various branches of the public service. 

Thus we pass to the problem of Socialist method, the treat- 
ment of which gives the book its distinctive character. M. 
Jaurés has already a European reputation as the most prominent 
advocate in France of the method of reform as opposed to the 
Marxian method of revolution. With him Socialism, while 
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revolutionary in aim, is evolutionary in method. He would seek 
to direct the social movement towards the collectivist goal by 
selecting for development and encouragement such organs and 
tendencies in the existing system as make for Socialism. He 
would, in short, marshal us the way that we are going, hasten- 
ing where necessary our lagging footsteps. On this subject his 
position is, in the main, in harmony with that of Liebknecht, to 
the elucidation of whose views four interesting essays are de- 
voted. In this connection, advocates of confiscation will note 
‘M. Jaurés’ approval of the ‘‘splendid words’’ in which Lieb- 
knecht declares it to be the duty of the State to indemnify those 
whose vested interests suffer during the transition to a Socialistic 
régime. 

In the course of an elaborate discussion of the question : 
‘“ How shall Socialism be realised?’’ M. Jaurés shows the mis- 
taken nature of Marx’s idea that Socialism would be introduced by 
means of a sudden and violent proletarian revolution. Both 
the historical and economic hypotheses from which this idea was 
derived are shown to be untenable. In particular, the whole 
Marxian doctrine of the pauperisation of labour is explicitly 
repudiated : ‘‘ It must be conceded, after taking account of the 
tendency to sink and the tendency to rise, that, in the immediate 
reality of life, the tendency to sink is not the stronger.’’ 

To Marx, our author ascribes only the merit of having unified 
the labour movement and the Socialist idea, thereby ending 
what was empirical in the one and Utopian in the other. 

Socialism, M. Jaurés holds, will be established by the action 
of the proletariat; not, however, by a sudden stroke of a bold 
minority, nor by the general strike as a method of revolutionary 
violence, but only by the methodical and legal action of the 
proletarian forces under democratic government, in the course of 
which, by organisation and propaganda, the great majority of 
the nation will be won over. All the different organs of the 
proletarian power will contribute to this end. Thus, as it is 
expressed in the closing essay, ‘‘ we shall find that we have 
arrived at the end of Socialism without ever having come across 
Socialism on the way.”’ 

M. Jaurés’ argument on Socialist method is naturally ad- 
dressed more directly to his fellow Socialists. But to the student 
of economics it is of interest as showing how far the, best 
Socialist thought of to-day has already left behind the old idea 
of the class struggle, as it is presented by Marx and his followers. 
ArcH. B. CLARK 
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1. The Conquest of Bread. By P. Kropotxin. (London: 
Chapman and Hall, 1906. Pp. xvi., 299.) 


2. Socialism: A Summary and Interpretation of Socialist Prin- 
ciples. By JoHN Sparco. (Macmillan and Co., 1906. 
Pp. xvi., 257.) 

THE argument of ‘‘ The Conquest of Bread’’ is one that 
fairly takes away the breath of the reader. It requires, indeed, 
more than ordinary stamina to keep up—faint but pursuing— 
with its bold and rapid stride. Prince Kropotkin’s idealism is 
irresistible, and criticism stands suspended before such buoyant 
and uncompromising optimism. He is, moreover, a protestant 
among protestants: there is nothing in the established order of 
things, or in any proposed amendment of it, against which he 
does not protest. He is a revolutionist sans phrase: he will 
make no terms with compromise: things must be ended, not 
mended. As for State Socialism or Collectivism, it would only 
make things worse. Salvation can only come about by a system 
of communism based upon an unqualified freedom of the indi- 
vidual. The ‘‘free commune’’ is the only medium in which 
the ideas of Socialism can be fulfilled. Prince Kropotkin’s diag- 
nosis of the situation does not differ in essentials from that of 
the ordinary Socialist—even if he presses it to its logical con- 
clusion; but his remedy does not correspond to any form or 
fashion of Socialism that is to be found in “‘ chair ’’ or “ street.’’ 

‘‘ No more of such vague formulas as ‘ The Right to Work,’ 
or ‘ To each the whole result of his labour.” What we proclaim 
is ‘THe Ricut to Wewi-Beincg: Weti-Beinc For ALL!’ ”’ 


Well-being for all is the end, expropriation the means; and 
expropriation can come about not by legislation, but only by 
a social revolution, the result of which will be that ‘‘ every 
society which has abolished private property will be forced .. . 
to organise itself on the lines of communistic anarchy.’”’ Such 
a society will be forced by consequence ‘‘ from the very outset 
to abandon all forms of wages. The principle of the new 
organisation will be to everyone according to his needs.’’ Such 
is anarchist communism, communism without government—‘‘ the 
communism of the free.’’ We are bidden to contemplate a con- 
dition of things in which 

‘* Men at last attempt to free themselves from every form of 

government, and to satisfy their need for organisation by a 
free contract between individuals and groups pursuing the same 
end.”’ 
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The author adds—and it is by no means his boldest state- 
ment—that 


zi “‘the tendency of the human race is to reduce Government 
interference to zero; in fact, to abolish the State, the personi- 


fication of injustice, oppression and monopoly.”’ 


The most ‘‘ striking fact’’ of our generation is said to be 
‘‘the continual extension of the field of enterprise due to 
private initiative, and the prodigious development of free groups 


of every kind.”’ 
+ 
The facts indeed are 


RENT 


‘so numerous and so customary that they are the essence of 
the second half of the Nineteenth Century, even though political 
and Socialist writers ignore them, always preferring to talk to 
us about the functions of Government.”’ 


It may be added that Prince Kropotkin’s conception of the 
means—that is, of the expropriation that is needed—is nothing if 
not thorough : he will allow of no distinctions, e.g., between dif- 
ferent kinds of property : such distinctions only impede the true 
way to a revolution which ‘‘can and ought to assure shelter, 
food, and clothes to all.’’ 

We are not able to enter upon the argument by which Prince 
Kropotkin is at pains to show that these and kindred ideas are 
the reverse of Utopian. When it is stated that he defines 
Political Economy as ‘‘ the Study of the Needs of Humanity, 
and of the Economic Means to Satisfy Them,”’ it is clear not 
only that ‘‘ Political Economy entirely changes its aspect,’’ but 
that the economist feels himself transported into a region that 
lies beyond ‘‘economics.’’ At the same time we may recognise 
that there is a method in this dream of a super-economic world. 
It may even be suggested that there is too much pure reason 
and common sense about the argument to make it easily fit in 
with a world which is not managed on any particular principle 
certainly not on such a simple principle as anarchic communism 
seems to offer. Prince Kropotkin, at any rate, has no doubt 
that it is not he but the world that is mad. He is at least in 
good company in thinking so: and whatever either the plaim or 
the sophisticated man may think of his ideas, they do, at any 
rate, represent a ‘‘moment”’ of truth which is apt to be for- 





gotten, not only by the conventional apologists, but also by the 
conventional reformers of the system of industry as it exists, 
and such as it is. Such speculations have the effect which 
Hegel predicated of philosophy —the effect of making the reader 
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stand on his head, of inverting his ordinary estimate of things, 
of putting him into a novel and unusual attitude of mind. It is 
somewhat refreshing to be presented with a view of the world 
which admits of no compromise with the weakness or folly of 
human nature, and to be called upon to organise life in some- 
thing like ‘‘a reasonably happy, healthy human way.’’ Prince 
Kropotkin is not only a destroyer of the commonplace, of the 
conventions of the market-place, but he has the gift of investing 
what one is apt to dismiss as illusions with an almost startling 
sense of reality: and though the argument is designed to take 
away his occupation, even an economist may find in ‘‘ The Con- 
quest of Bread’’ things that will make him pause and think. 
He will also find in it solid ounces of interesting and curious 
statistics. 

By comparison, Mr. Spargo’s summary and interpretation of 
Socialist principles seems almost deliberately prosaic and un- 
romantic. Mr. Spargo’s book may be described in his own words 
as a ‘‘ wholly unpretentious’’ attempt to state in popular lan- 
guage, “‘ what Socialism really means and what it does not 
mean.’’ It does not mean, for instance, communism—still less 
anarchist communism. It does not again mean Utopian, but 
scientific Socialism—that is, it is based on the conception of a 
‘“ social evolution determined by economic conditions and the 
resulting conflicts of economic classes.’’ In short, it is the 
gospel of Marx, pure and undefiled, that Mr. Spargo commends 
to his readers. The familiar theories associated with that posi- 
tion—the materialistic, or (in its more qualified form) the 
economic interpretation of history, the class struggle, the law 
of the concentration and socialisation of capital, the theory of 
surplus value—are successively explained and defended. Occa- 
sion is also taken to defend Marx from the charge of exploiting 
his English precursors. A sketch of ‘‘ the Outlines of the Social- 
ist State,’’ with which the series of lectures or conversations 
concludes, not only confirms in every particular Prince Kropot- 
kin’s conception of the Socialist régime, but also (as some may 
think), his worst fears: though it is only right to add that Mr. 
Spargo shows certain signs of grace in so far as he formulates 
the ideal of Socialism as ‘‘a maximum of personal liberty with 
a@ minimum of restraint.’’ Mr. Spargo’s book, however, is not 
all prophecy or theory : the exposition is relieved with no small 
amount of biographical matter relating to Owen, Marx, and 
others ; and an appendix contains a statement of ‘‘ The National 
Platform of the Socialist Party of America,’’ as adopted by the 
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Chicago Convention, May 8th, 1904. A painstaking and earnest 
little book, and certainly not lacking in sincerity or conviction— 
but of no special interest or importance to economic students, 
except, perhaps, as a frank and representative confession of 
Socialist faith. 


SIDNEY BALL 


Handbuch der Léhnungsmethoden. Von Dr. Lupwia BERN- 
HARD. (Leipzig: Duncker und Humblot, 1906. Pp. xliv. 
+234. 7.60 marks.) 


THE basis of this work is Mr. D. F. Schloss’s well-known 
‘*Methods of Industrial Remuneration.’’ The parts dealing 
with profit-sharing, co-operation, and productive societies are 
omitted, and numerous additions have been made in the text. 
It is, therefore, in part a translation and in part a work- 
ing-up of Mr. Schloss’s book. Mr. Schloss adds an interesting 
preface, in which he tells how he was brought to the writing 
of his work by his endeavours to find a remedy for the sweating 
system and by the dock-strike. Prof. Bernhard introduces the 
volume with a discussion of the applicability of mathematics 
to economics, and a classification of wage-systems on a theoretic 
basis. ‘Time-wage, piece-work, piece-work with bonuses, time- 
wage with bonuses, participation systems, and modified parti- 
cipation systems are his chief classes—the last two including 
the various forms of premium-wage payment. Mr. A. Bernhard 
contributes, from his experiences as a manufacturer, some 
startling comparisons of piece-work and time-wage, showing 
that the saving of time under piece-work is from 25 to 33 per cent., 
and in repetition work 50 per cent. Geheimer Admiralitatorat 
Th. Harms writes with practical knowledge on the different 
forms of the premium system, apparently concluding that the 
Rowan system is the most elastic and most capable of applica- 
tion to different branches of production. Lastly, Prof. Bernhard, 
in a chapter on the future of wage-methods, discusses and 
rejects profit-sharing and co-operative labour-groups as solutions 
of the wage problem, pinning his faith to piece-work as the 
basis of all higher forms. ‘To praise Mr. Schloss’s work is 
superfluous, and we only need add that the new contributions 
are worthy of careful study. 

Henry W. Macrosty 
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Gewerbliches Einigungswesen in England und Schottland. 
Bericht der Studienkommission der Gesellschaft fiir Soziale 
Reform. Verfasst von Dr. WALDEMAR ZIMMERMANN. 
(Jena : Gustav Fischer, 1906. Pp. 112. 75 pf.) 


It will be remembered that in the spring of 1906 a deputa- 
tion consisting of Dr. Brauns, director of the Volksverein fir 
das katholische Deutschland, Dr. Zimmermann, of “‘ Soziale 
Praxis,’ and eight officials of the Christian trade-unions of 
Germany, came to this country to study the methods of con- 
ciliation and arbitration in labour disputes. Dr. Zimmermann 
has now presented their report in an admirable brochure, in 
which he describes the growth of the conciliation movement in 
Britain, the activity of the existing boards and of the Labour 
Department, and, in considerable detail, the different forms of 
organisation prevalent in the coal, iron, steel, engineering, and 
cotton industries. Most of the information herein contained is, 
of course, quite familiar to British students, but even they will 
find an advantage in the perusal of these pages. The familiar 
facts assume another importance when viewed through strange 
eyes, the eyes of men who were experts in the labour conditions 
of Germany, and, therefore, carried with them a standard of 
comparison not commonly possessed by the student. ‘This report 
is not mere book work; the institutions described were studied 
on the spot; the officials of the employers’ associations and the - 
trade unions were interviewed; the Board of Trade placed its 
information at the disposal of the deputation ; important inter- 
views were held with leading conciliators like Lord James of 
Hereford and Mr. Askwith, prominent industrialists like Sir 
Hugh Bell and Sir Benjamin Browne, economists like Prof. 
Ashley and Prof. Chapman; mines, factories, slums, colleges, 
university settlements were visited. Everything was done with 
German thoroughness. 

Our visitors did not see everything in rose colour. Especially 
the conciliation organisation in the engineering and shipbuild- 
ing trades ‘‘did not appear to us very happily constructed.’’ 
Nor was their view of the British trade unions ‘‘ quite enthu- 
siastic’’; in the German trade societies (Gewerkschaften), says 
Dr. Zimmermann, “in spite of their unripeness and unreadi- 
ness, there is a more powerful ‘kulturfaktor’ for the elevation 
of the whole working classes than in the classic trade unions.”’ 
On the other hand, the relations between employers and em- 
ployed awoke their unstinted admiration. ‘‘ The Commission 
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of the Society for Social Reform, in its study of the British 
conciliation system, has gained the impression that the old 
‘‘ workshop of the world’’ is to be congratulated on its success- 
ful practice in avoiding and quickly settling conflicts between 
labour and capital. Nay, with a certain envy must members 
of German industry who have inscribed on their banner not 
the class-war but the advancement of social welfare and justice 
look towards the island kingdom where labour disputes have 
almost steadily declined in sharpness and scope, while industrial 
labour in Germany is visited with disturbances which become ever 
more terrible, ever wider in action. But we have less cause to 
envy Britain for her special institutions and practically proved 
methods of pacification. These we could at any time imitate 
in Germany, and even now we have the means to do so. What 
rather awoke our envy, our admiration, was above all the 
healthy spirit which has called these things into life and brought 
them to a proud, successful development, the sober, practical 
discretion and the social desire for agreement which have ruled 
in all these committees and conciliation boards, and out of the 
multiform formule and methods of experience have made ser- 
viceable, elastic instruments for the work of social peace. The 
American Gilman once said: ‘In social as in political affairs 
the completeness of the machinery matters little, but a good 
spirit and good will matter a great deal.’ In this sentence lies 
the special secret of the success of the British conciliation system. 
The Anglo-Saxon national spirit, something of the quintessence 
of the political, social, religious, and economic development of 
the British people, is disclosed in its institutions for industrial 
conciliation.’’ A noteworthy piece of evidence. 
Henry W. MAcrosty 


Uber den amerikanischen Stahltrust mit Beriicksichtigung des 
deutschen Stahlwerksverband. Von JvLius GUTMANN, 
Doktor der Staatswissenschaften. (Essen: Baedeker, 1906. 
Pp. viii. + 160.) 


OPENING with a few pages on the development of the 
American iron industry, Dr. Gutmann sketches the growth of 
the great companies which united to form the United States 
Steel Corporation, and describes the origin and structure of 
that gigantic organisation. He next considers in detail how far 
the Corporation has a monopoly in the industry. With the great 
development in the United States its control over raw materials 
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has relatively declined, and while its share in the production 
of pig iron has slightly increased it was still only 442 per cent. 
in 1905 ; its share in the production of steel has fallen from 66 per 
cent. in 1901 to 60 per cent. in 1905. The really effective result of 
the combination is that the departments making finished iron 
and steel products have now an assured supply of raw steel, 
though complete self-sufficiency has not yet been attained. The 
participation of the Corporation in the various “‘ pools’’ for 
billets, rails, &c., is then described, and the point is brought 
out that, though it holds the dominant position in each of them, 
it does not use its power to enforce a monopolist price-policy, 
although theoretically it would seem to be driven to high prices 
by its over-capitalisation. The last twenty pages are given up 
to an interesting comparison of the American Trust with the 
German Steel Kartell. For effective working the Trust required 
only the adhesion of the very large works, while the Kartell 
needed to be *‘ in a monopolist position.’’ The former can work 
by the reduction of costs, the latter mainly by the suppression 
of competition. The Trust is more firmly established on the 
basis of possessing its own raw materials—ore, coal, &c.—but 
the Kartell has a much stronger control over prices. Alto- 
gether, Dr. Gutmann has within small compass compressed a 
very useful review. 
Henry W. MAcrosty 


At the Works. A Study of a Manufacturing Town. By Lapy 
Bett. (Edward Arnold, 1907. Pp. xvi+272. 6s.) 


Lavy BELL, as the wife of Sir Hugh Bell, the great Middles- 
brough ironmaster, is naturally in an exceptionally favourable 
position for studying the conditions of life among the workers 
at the blast-furnaces, and her book, now under notice, is conse- 
quently of special interest to the economist as showing the im- 
pressions made on one closely related to a great capitalist and 
captain of industry. It further gains since it is the record not 
only of her own investigations, but of the experience of a 
number of “‘visitors’’ accustomed to daily work among the 
poor. The first thing that strikes the reader is the absence of 
that pitying patronage which is worse than any class prejudice. 
To Lady Bell’s penetrating sympathy the ironworkers are not 
a section of the community whose faults and weaknesses make 
them a suitable subject of study for well-meaning but superior 
persons. They are men and women of the same flesh and blood 
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as the middle and upper classes, possessing, in a similar degree, 
the same virtues and the same failings, subject to the same 
temptations, and only differing in that if they fall the punish- 
ment is more swift and severe. The national economics of the 
working classes has been abundantly studied, but to Lady Bell 
it is the domestic economics that is of most importance. She 
has written not a scientific treatise, but a brilliant and poignant 
sketch of what is the real reward of the workers. 

‘Out of 1,270 people paid in a given week, 23 (these were 
boys only) received under 10s. per week, 50 more boys received 
under 20s., 96 men, mostly labourers, received under 20s., 398 
received from between 20s. and 80s., 410 between 30s. and 40s., 
235 between 40s. and 60s., 58 between 60s. and 80s., and 4 
over 80s.’’ Out of 585 workmen 440 had worked for the same 
employers over five years, so that the stability of labour is high. 
‘* Out of 900 houses carefully investigated, 125, in round numbers, 
were found to be absolutely poor. ‘The people living in them 
never have enough to spend on food to keep themselves suffi- 
ciently nourished, enough to spend on clothes to be able to protect 
their bodies adequately, enough to spend on their houses to 
acquire a moderate degree of comfort. One hundred and 
seventy-five more were so near the poverty-line that they are 
constantly passing over it. That is, the life of a third of these 
workers whom we are considering is an unending struggle from 
day to day to keep abreast of the most ordinary, the simplest, 
the essential needs. Four hundred were comfortably off as far 
as their means were concerned, though not more than half of 
them probably administered those means with wisdom and 
judgment ; and 200 superior well-educated homes were in quite 
easy and prosperous circumstances.’’ This is sufficiently un- 
satisfactory, and the outlook does not become any more roseate 
when we remember that Sir Hugh Bell declared, at the annual 
meeting of Bell Brothers last April, that ‘‘if the wages paid 
on the making of iron in that district had been 10 per cent. 
higher than for the last ten or fifteen years, there would have 
been no profit left at all for those whose capital was engaged in 
the enterprise.’’ Even if this does not preclude some improve- 
ment in at least the worst-paid grades it is plain that any 
immediate improvement must come from other directions. One 
of these may be surmised from Lady Bell’s remark that ‘‘ the 
rent in nearly all the budgets I have been able to verify is 
entirely out of proportion to the rest of the expenditure.’’ The 
money set down for coal in the budgets given seems also much 
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too high for a town on the edge of the coalfields. And it is 
curious that, despite all the modern improvements in machinery, 
“the question of boots is one of the most serious they have 
to face.” 

Throughout one gets an unpleasant picture of the precarious- 
ness of the workers’ position. Although the men at the fur- 
naces are specially selected for their strength, yet so toilsome 
is their occupation, and so great is their exposure to extremes 
of temperature, to dust, and to poisonous gases that they are 
very liable to disease and accident, and one-half of their num- 
ber, at least, have to seek for lighter employment at fifty. The 
heaviest burden of poverty, however, is borne by the workman’s 
wife, and though her trade of house-manager demands more 
skill than almost any other occupation she is very rarely trained 
for it. The middle-class woman is no better trained, but she 
at least is largely protected from the effects of her inefficiency, 
whereas lack of administrative ability in a working woman 
means misery and want for a whole family. Throughout her 
two heartrending chapters on ‘‘ Wives and Daughters,’’ Lady 
Bell steadily draws comparisons between the lot of the wife of 
the working class and her sister in the middle class in a way 
which brings out the helot-like position of the former. We are 
sorely disturbed because the employment of women in factories 
may be a cause of infantile mortality, but Lady Bell shows 
that the circumstances under which a workman’s wife has to 
toil all through the period of childbearing are not less likely 
to produce physical degeneration in the offspring. 

Drink and betting are responsible for much waste, both of 
money and health, but it is plain, from Lady Bell’s pages, that 
lack of education and the absence of means of rational recrea- 
tion are two of the main causes why these evils are so wide- 
spread. One feels inclined to advocate the starting of muni- 
cipal clubs of a temperance (not necessarily a teetotal) char- 
acter, well-provided with books, games, concerts, plays—Lady 
Bell is properly strong on the moral influence of melodrama— 
as a counter-attraction to the garish delights of the gin-shop. 
An interesting chapter reveals almost unexpectedly good results 
in the reading habits of the working classes; the clerk class and 
even higher classes could show no better. The corporate life 
of the workers is, unfortunately, scarcely touched in this book. 
A little is said about the friendly societies, a few words about 
the trade unions, but nothing at all about the co-operative move- 
ment; nor is anything said about the municipal and _ political 
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activity of the workers. We hope that Lady Bell will add a 
fresh chapter to her second edition and so increase the value of 
her book. Meanwhile, it is indispensable to everyone who, with 
the author, is anxious to learn what the labels of economics 


mean ‘“‘in terms of human beings.”’ 
Henry W. Macrosty 


Iron and Steel Production in America. By F. PoprpLEwetu. 
(Manchester : University Publications, 1906. Pp. 119.) 


THE Manchester University has now issued quite a long list 
of publications, all of which are doubtless interesting to those 
who are, or have been, connected with that University, while 
many of the volumes are of sufficient general interest to appeal 
to a much wider public. 

The book at present under review is worthy of a place in 
this series of University publications, and will be welcomed by all 
who are interested in the recent remarkable expansions of the 
metallurgical industries, both at home and abroad. In connec- 
tion with political and commercial discussions during the past 
few years it has been often urged that more information is needed, 
and that research in commerce should be encouraged. ‘To most 
of us the question as to what constituted commercial research, 
and how such research should be conducted, has presented a 
serious difficulty. This difficulty has, however, been largely 
removed by the publication of work such as that undertaken by 
Mr. Popplewell. From the preface it appears that as Gartside 
Scholar of the University of Manchester the author paid a visit 
to the United States of America in 1903 and 1904, spending three 
months in the laboratory of a large steel works in Pennsylvania, 
and the remainder of the time in travelling. The object of the 
Scholarship is to encourage the study of some industry or part 
of an industry, and to investigate this comparatively in the 
United Kingdom and abroad. The industry selected by Mr. 
Popplewell was that of the iron and steel trade, and one is 
inclined to wonder at the boldness of the enterprise in view of 
the enormous dimensions of the industry, its complex char- 
acter, and the diversity of the products which are obtained. 
Such an undertaking may be regarded from the point of view 
either of the expert or of the University student. From the 
expert point of view it may be suggested that practically all that 
Mr. Popplewell has said has already been well said in the Report 
of the British Iron Trade Association, the Journal of the Iron and 
No. 66.—vol. XVI. ? 
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Steel Institute, and the technical press. It is evident, too, that 
in some places the author’s metallurgical knowledge is super- 
ficial, and it would not be difficult to prepare a considerable list 
of minor inaccuracies. In parts also the reader feels that he is 
being treated to pages of the author’s note-book, and that the 
matter has not been digested or put into proper place or form. 
From the expert point of view, therefore, it may be frankly 
stated that better things have been done than this. 

But regarded as the work of one who is presumably a rela- 
tively young man, and just fresh from the University, the book 
has many strong points. It is written in a style which is likely 
to appeal to the general student and the commercial man; it 
contains much carefully compiled information, and reflects the 
views of one who had just seen and fully appreciated the things 
described. It covers a wide ground, dealing with an outline of 
the metallurgy of iron and steel; the extent and development of 
the American iron and steel industry ; the varieties of fuel and 
sources of supply; the production and transport of coke; the 
supplies of iron ore; the handling and transport of ores; typical 
blast-furnace plants, with details of construction and output ; the 
manufacture of steel by each of the important processes; and 
the production of finished steel. An interesting chapter is also 
added on American labour and education. In places the descrip- 
tions, though brief and matter of fact, are yet graphic, and to 
one who has had the opportunity of travelling over much of the 
ground, and seeing many of the things, which Mr. Popplewell 
describes, the book brings back many pleasant memories, and 
vividly recalls many almost forgotten facts. At the moment of 
writing the information is nearly three years old, and perhaps 
that is, after all, the principal defect of the book. 

As a conscientious and clear account of an important in- 
dustry, and as a typical example of what research in commerce 
means, the book may be strongly recommended to the general 
reader; while all metallurgists may find in it much which will 
be of interest to them, either for present use or for future 


reference. 
THOMAS ‘TURNER 


Commercio internazionale. By G. DE FRANCISI GERBINO. 
(Palermo: Alberto Reber. Pp. 475.) 


Tn1s book, for the most part, covers the ground treated in 
Prof. Bastable’s Theory of International Trade. It also con- 
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tains chapters of a more special character, dealing respectively 
with ‘‘ import duties upon wheat,’’ the ‘‘ British fiscal contro- 
versy,’’ and ‘‘the causes of Protection.’’ The author has paid 
great attention to English writings, and refers his readers to 
many ephemeral papers that have appeared during the recent 
controversy. His main argument is on familiar lines. Much 
stress is laid upon the doctrine of comparative cost, and there is 
a chapter on ‘‘The Theory of International Values.’’ The 
author’s aim, however, appears to be exposition rather than dis- 
covery, and he but rarely throws fresh light on the dark places 
that still remain in the analysis of foreign trade. On the prac- 
tical side, he proclaims himself an uncompromising advocate of 
Free Trade, and considers the prevalence of Protection on the 
Continent and in the United States to be due to successful efforts 
on the part of private interests to gain control over the Legisla- 
ture. The chapter on ‘‘ Wheat Prices’’ is more detailed and less 
familiar than the main body of the work. ‘The incidental criti- 
cism passed on the opinions cited from English writers is not 
always convincing. But the book is one on which great pains 
have evidently been expended; it is well arranged and lucidly 
written. 
A. C. Pigou 


The Tariff and the Trusts. By FRANKLIN Pierce. (New York : 
The Macmillan Company. Pp. 383.) 


Mr. PIERCE is a member of the New York Bar. His book 
is a vigorous and well-written polemic against the trusts and 
the tariff. The trusts, he maintains, mulct the consumers and 
corrupt politics ; and the tariff is responsible for the development 
of the trusts. There are three chapters on American, English, 
and German tariff history ; but these are exceedingly slight. The 
chief interest of the book is in the detailed facts and opinions 
of American manufacturers that are interwoven with the dis- 
cussion. It is also entertaining for Englishmen to observe that 
the argument from lists of firms which have started establish- 
ments abroad, so often used here te prove that Free Trade 
drives away capital, is used by Mr. Pierce, with equal plausi- 
bility, to prove that Protection has this effect. On page 29 
reference is made to ‘‘the Tariff Commission appointed by the 
Conservative Government of England at the instance of Mr. 
Chamberlain! ’’ Perhaps the best chapter is that on ‘‘ American 
and English shipping.’’ The decline of America’s mercantile 
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marine was probably, in part, due to causes which Mr. Pierce 
ignores; but, no doubt, fiscal policy was one cause. In the 
course of the work a number of interesting citations from 
various sources are made; but no references are given. In a 
scientific work this would be a serious blemish. But Mr. 
Pierce’s book does not claim to be scientific. It is an excellent 
popular plea for a lower tariff. 


A. C. Piaovu. 


Studien zur Bevilkerungsbewegung in Deutschland in den letzten 
Jahrzehnten mit besonderen Beriicksichtigung der ehelichen 
Fruchtbarkeit. Von Dr. PavuL MomBert, Privatdozent an 
der Universitit Freiburg i. Br. (Karlsruhe: G. Braun, 
1907. 8vo. Pp. 280.) 


THIS volume is a useful contribution to the growing mass of 
statistical literature on the birth-rate question, a question which 
is now of pressing importance in almost every civilised country. 
France led the way, England followed, and Germany is treading 
the same path; in each country the phenomena are the same in 
kind, differing only in magnitude or in the epoch at which they 
first began to be of sensible importance. 

Dr. Mombert’s studies commence with an introductory discus- 
sion of the changes that have taken place in mortality and in 
the marriage-rate, an understanding of these being necessary 
for the proper comprehension of the changes in the birth-rate 
and their meaning. The mortality in Germany, as in Europe 
generally, fell rapidly during the latter half of last century. In 
1850 the death-rate was something like 29 per 1,000; of recent 
years it has been 20 per 1,000 and less. No satisfactory data 
of a detailed kind appear to be available for the empire as a 
whole, but in Prussia, at all events, the decrease has been 
spread over all ages and both sexes, though the decrease is 
relatively greatest for childhood and youth. The marriage-rate 
has fluctuated, but exhibits no continuous trend like the death- 
rate: as in England, there was a fall from a maximum about 
1872 to a minimum about 1880, and thence a gradual rise to a 
second maximum about 1900. But this superficial similarity 
masks a most striking difference. While the rise towards the end 
of the century in England appears to have been wholly due to 
the rise in the proportion of marriageable persons to the whole 
population, in Germany no such increase took place, and the 
change in the marriage-rate appears to indicate a really increased 
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tendency to marriage : the average age at marriage in Germany 
has fallen, and the proportion of persons married at younger 
ages (20-40) has increased. These phenomena may indicate, 
however, not a greater tendency to earlier marriage in each 
separate social class, but only a relative increase of those social 
classes in which marriage generally takes place earlier, 1.e., the 
working classes. The greatest increase in early marriages has, 
in fact, taken place in those districts which have been indus- 
trialised during the last few decades. 

During the first half of last century there was no real, long- 
continued fall in the birth-rate; such temporary decreases as 
occurred appear to be adequately accounted for by unfavourable 
economic circumstances and the coincident changes in the mar- 
riage-rate. The fall of recent years cannot, however, be ex- 
plained on any such hypothesis : there has been a rise in the pro- 
proportion of married persons to the population, and the general 
welfare of the people has improved. The entire fall in the 
birth-rate is, in fact, due to the decreased fertility of marriages, 
and this decrease, Dr. Mombert argues, is directly due to the 
increase in welfare, operating through an increase of prudence 
and foresight and not merely through a physiological decrease 
of fertility. The argument is developed as follows. In the first 
place there is a marked inverse relation between welfare and fer- 
tility in different districts : apart from instances in other countries, 
if the districts of Berlin, Hamburg, Leipzig, and other large 
towns are ranged in order of fertility, it is obvious that the most 
fertile districts are, on the whole, those with the greatest pro- 
portions of overcrowded tenements and tenements at low rents. 
Similarly, in comparing different towns, or larger districts, there 
is an obvious relation between the fertility and the number of 
savings bank accounts per 100 inhabitants. This alone suggests 
that where welfare improves fertility will decrease, and that the 
decrease will be due to thrift, and the suggestion is borne out 
by trial, districts showing the greatest decrease of fertility ex- 
hibiting, on the whole, the greatest increase in savings bank 
accounts. Where exceptions occur, as in the industrial districts 
of the west, they appear to be accounted for by the increase in 
the proportion of wives at younger ages. 

While in several instances we are hardly disposed to agree 
entirely with the author’s conclusions, e.g., in the slight weight 
attached to the possibility of physiological changes in fertility 
with the rise in standard of living, the theory is, broadly speak- 
ing, borne out by the figures adduced. We should, however, 
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like to have seen a comparison of fertility with status of districts 
for an earlier period : the fact that the relation between fertility 
and welfare, in this country, is largely a growth of the last half 
century, if we may accept Mr. Heron’s conclusions, seems to 
put some difficulty in the way of the acceptance of Dr. Mom- 
bert’s theory as completely adequate, nor does it account for the 
very marked turning-point in the birth-rate in 1876. Dr. Mom- 
bert does not enter into a discussion of the more immediate 
causes of the fall nor of its consequences. Wisely, perhaps, he 
also does not venture on any suggestions as to the desirability 
or otherwise of any legislative action on the matter, but his 
volume remains a useful presentation of the facts in Germany. 
The reader must, however, be careful in studying some of the 
tables given, where errors in the headings have occasionally been 
overlooked—e.g., ‘‘ marriages’’ being stated in lieu of ‘‘ persons 
married,’” an error rather disturbing to the uninitiated. 

The literature on population at the commencement of this 
century, of which this volume may be taken as _ typical, 
stands in the most remarkable contrast with that of a 
hundred years ago. Then the economist was afraid of the too 
rapid growth of population: now the source of anxiety is the 
fall in that rate of growth, and the apparently differential char- 
acter that is rendering it an agency for the selection of the 
‘“‘less fit,’’ owing to their more rapid reproduction. Will this 
state of affairs continue, or is it a passing phase that has oc- 
curred before and will occur again? If the theory that the fall 
in fertility is almost wholly due to the growth of welfare and 
comfort be accepted as adequate, it can hardly fail to continue, 
and every step in advance will only tend to a further fall; the 
present fall must, in fact, on such a theory, be regarded as 
in great part a direct consequence of the philanthropic legisla- 
tion of the last century—legislation that encouraged foresight by 
the provision of education and thrift by affording opportunities 
for saving. While we do not believe that the theory contains the 
whole truth, it should be recognised that the general tendency 
of all such legislation is to lessen the reproduction of the better 
elements of the population rather than the worse, and the problem 
so created must be faced. 


G. Upny Yue 
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Die Weltwirtschaft. Ein Jahr-und Lesebuch. Herausgegeben 
von E. von Hauue. I. Jahrgang, 1906. III. Teil, Das 
Ausland. (B. G. Teubner in Leipzig und Berlin, 1906. 
5 marks.) 


THE third maintains the character of the former parts noticed 
in the Economic Journau of 1906, p. 605. Copious statistics 
are given for the principal’ industrial countries, with shorter 
accounts of produce and trade in the less important regions, for 
1905 and the years immediately preceding. The countries and 
regions are dealt with by different experts, and the verbal com- 
ments are informing. The British Empire is treated by Mr. 
W. A. 8S. Hewins, and. the arrangement of statistics and the 
comments thereon do not conceal his well-known views, and 
will not meet with universal assent. We may notice, for in- 
stance, that the supposed tendency of the woollen trade towards 
the lower stages of manufacture (analysed in the ECONOMIC 
JOURNAL of 1905, pp. 584-590) is emphasised (p. 15). 

A. L. BowLey 


The Economic Development of a Norfolk Manor, 1086-1565. 
By FrANcES GARDINER DAVENPORT. (Cambridge University 
Press, 1906. Pp. x., 105, and cii.) 


Miss Davenport’s bibliography of printed original materials 
for English manorial and agrarian history during the Middle 
Ages has long been an invaluable aid to economic students. She 
has now followed this up by a piece of intensive economic history, 
namely, an elaborate examination of the changes which took 
place on Forncett Manor between the time of the Domesday 
survey and the beginning of the reign of Elizabeth. The history 
thus unfolded in detail embraces the most important period of 
English agrarian and social history : it comprises the agricultural 
revolution of the fifteenth and sixteenth centuries, and the conse- 
quent freedom of movement gained by the mass of the popula- 
tion. A striking feature of English economic development is the 
early date at which the agricultural population became free, and 
this book brings out the way in which this change was accom- 
plished in one particular spot where economic events were prob- 
ably typical of the revolution in East Anglia. After examining 
the topography and territorial development of the manor, Miss 
Davenport gives an account of the inhabitants and the tenure 
under which they held. She brings out the large proportion of 
free persons to unfree existing on the manor, and the fact that 
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the freemen tended to live apart, while the unfree were grouped 
together in villages. 

The book falls naturally into two parts: the history of the 
management of the demesne and the history of the tenants and 
their land. In the history of the demesne between 1270 and 1307 
we hear how the bailiff managed the estate, and what were the 
duties of the inferior officials. A very minute account is given 
of the husbandry of the manor, the income in dues and food 
that the lord obtained from it, the outgoings and the net profit. 
The whole account presents a careful picture of the manorial 
life of the time. 

In the second period, 1376-78, the organisation of the manor 
_ and the administration of the demesne were revolutionised. The 

principal change lay in the fact that the lord was leasing the 
arable land instead of cultivating it himself. Owing to the 
great pestilence much land had come into the lord’s hands, and 
the labour dues could not be exacted. Out of 3,219 winter, 
summer, and autumn works owed, 1,722 were no longer avail- 
able between 1377-78. Having lost half the labour rents the 
lord would have to hire labour if he continued to cultivate the land 
himself. It was more profitable, however, with the high wages 
demanded, to break up the demesne, and let it to tenant farmers. 
Miss Davenport brings out the fact that this new method of 
farming meant a loss to the lord, and that the decrease in the 
value of the manor was about £30. The average net profits in 
the earlier period had been about £93, so the loss was con- 
siderable. 

The third period covers the years 1400-1605. During that 
period the land held on payment of labour services was con- 
verted into leasehold. In 1406 of the 3,219 days work owed 
only 195 were available, and the net profits of the manor de- 
creased until between 1604-5 they were £50. It was not merely 
the nineteenth century which witnessed a great fall in the value 
of land. With the rise in prices of the sixteenth century the 
£50 of 1604-5 meant a greater decline than the figures indicate. 
This tracing in detail of the actual loss incurred is one of the 
most valuable contributions of the book to economic history. 

The history of the tenants’ holdings is traced for the same 
periods. We first of all learn to appreciate the tremendous 
variety of services and dues owed on this manor, then we come 
to the period of disintegration and the flight of many of the serfs 
with a view to bettering their position. The author suggests 
that the withdrawal of the serfs from the manor is a factor in 
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the disappearance of serfdom, which has been underestimated 
hitherto, if this manor is typical of the country at large. She 
also traces the distance to which the serfs removed between 1400 
and 1575: the majority of families had settled within twenty 
miles of the manor. The growth of sheep farming, the increase 
in the size of the holdings, the inclosure of lands in the open 
fields which took place on this manor, all illustrate specifically 
the general course of the agricultural revolution which we gather 
from the contemporary ballads and pamphlets. Controversy has 
raged as to whether enclosing in the fifteenth and sixteenth 
centuries was widespread, or of inconsiderable amount. On 
Forncett one-third to one-half was enclosed by 1565, but for 
arable purposes as well as sheep farming. The holdings of the 
tenants were originally very small, averaging 7°5 acres, but during 
the course of centuries they increased in size, and at the same 
time on this particular manor rents ranged high during the 
fifteenth century (p. 79), which probably is to be connected with 
the spread of sheep raising. By the sixteenth century the 
tenants held their land on perpetual leases, and in 1575 the last 
two remaining bond families were compelled to buy their free- 
dom, and the period of serfdom came to an end. 

The changes in the population of the manor are discussed 
with a view to throwing light on the controverted question as 
to the extent of the ravages of the Black Death. On this estate 
the number of people between 1376 and 1565 was only about 
half what it had been at the beginning of the fourteenth century. 

We must hope that other students will soon imitate Miss 
Davenport, and give us the internal history of other manors 
in other parts of England, so that we shall be able to judge 
eventually from first-hand evidence as to whether Forncett was 
typical or exceptional. May those who undertake the laborious 
nature of the work of reconstructing the life of a particular 
manor bring to the task the care, patience, and historical insight 
which characterises the writer of the book under review. It is 
a model of the way in which manorial records should be treated. 

L. KNOWLES 


British Economics in 1904. By W. R. Lawson. (W. Black- 
wood and Sons, 2nd Edition, 1906.) 

American Finance—Domestic. By W. R. Lawson. (W. 
Blackwood and Sons, 1906.) 


THE first of these books is a sort of compendium of all those 
pessimistic criticisms of public and private business policy which 
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appear in times of trade depression. A facile style, and some 
polemical skill of the sort that appeals to the reader who is not 
too well instructed, have made the book so popular that it has 
run into a second edition. Unfortunately, it cannot be said that 
there is anything of value in the book for the serious student. 
The author is hopelessly fogged over the question how to 
measure the wealth of the country. He makes great fun of Sir 
Robert Giffen’s estimate of income on the ground that ‘‘ one 
taxpayer’s expenditure forms a new income for other taxpayers. 
The two overlap and duplicate each other indefinitely,’’ and it 
is therefore absurd to add all individual incomes together. If 
anything can be made out of the confusing chapter entitled 
“* Statistical versus Solid Wealth,’’ it is that only savings and 
not income should be taken as a measure of prosperity ; but the 
discussion is hopelessly fogged by the influence of some vague 
attempt to distinguish between ‘“‘ productive ’’ and ‘‘ unproduc- 
tive ’’ labour, under new names. Salaries of Government officials, 
for instance, ought to be entirely excluded, we are told. 

A subject of much concern to the author is the excess of 
imports. He refuses to believe that the earnings of shipping 
can be so large as Sir R. Giffen estimates, and has a haunting 
fear that the ‘‘nation,’’ somehow, must be piling-up debt. 
There is nothing of any value in the chapter devoted to this 
subject. It is almost as hopelessly confused as that on national 
wealth. For instance, it is argued that the earnings of ship- 
ping must be halved in estimating the ‘‘ invisible exports,”’ 
because freights are already included in the value of the imports. 

‘* Our growing incubus of rates and taxes,’’ ‘‘ our joint-stock 
directors,’’ ‘‘ our foreign-controlled money-market,’’ ‘‘ our con- 
servative railways,’ are some typical headings of chapters in 
which the author discovers alarming symptoms everywhere. No 
one denies that there is room for criticism everywhere, but 
alarmist writing of the kind here found is now discredited. The 
book is mere journalism. ‘The only use which a serious student 
could find for it would be as an answer to the question, What 
is the use of economic theory? Anyone who finds a difficulty 
in answering might be recommended to read this book. One 
use of economic theory is that it saves one from writing, or 
being taken in by this kind of thing. 

The volume dealing with the United States is distinctly 
better than the other. Mr. Lawson has no axe to grind in this 
case. A large part of the book is occupied with the history of 
American banking and currency—a very complicated story, the 
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outlines of which Mr. Lawson gives in quite a readable form, 
though we are not sure whether the non-banking reader will 
understand all the intricacies. The peculiar history and present 
position of the Treasury in relation to the banks is particularly 
difficult for an outsider to understand. This book may help those 
who know something of the subject already, but a little ele- 
mentary explanation of the functions of banks and their methods 
of working would be useful in a book like this, which is intended 
for general readers. 

In criticising the present situation, Mr. Lawson says much 
which will meet with general approval, if there is nothing parti- 
cularly novel. He takes, perhaps, an unduly alarmist view of 
the financial situation, especially in regard to what he calls the 
‘“‘delusive gold reserves,’’ but there can be no denying some 
ground for uneasiness. Perhaps the most interesting part of 
the book is Chapter XV., in which the author points out the 
apparent discrepancy between the statistical estimates of the 
increase of capital value of farms in the United States and the 
much more modest increase in actual production. There seems 


to be room for investigation there. 
C. F. BICKERDIKE 











NOTES AND MEMORANDA 





A Letter oF MALtTHus To RICARDO. 


LETTERS of Malthus, as is well known, are very rare, as rare 
at least as those of Adam Smith; and no collection of his corre- 
spondence with Ricardo or with any other economists seems 
anywhere to be preserved; though we fortunately possess a 
volume of Ricardo’s letters to Malthus, ably edited by Malthus’ 
biographer, Dr. Bonar. The loss of Malthus’ share in this 
correspondence may be ranked by economists next to that other 
literary disaster, the destruction of David Hume’s comments on 
the ‘‘ Wealth of Nations.”’ 

The letter here printed, one solitary passage in the missing 
correspondence, will increase the general regret for the loss of 
the rest. It is addressed to D. Ricardo, Esq., Gatcomb Park, 
Minchinhampton, Gloucestershire ; and dated, East India Col- 
lege, October 9th, 1814. It is a reply by Malthus to a letter 
of Ricardo, dated September 16th, 1814; and it was answered 
by Ricardo in a letter dated October 23rd, 1814, a long letter 
of five printed pages. The two letters of Ricardo are Nos. XIX. 
and XX. of Dr. Bonar’s edition, and will be found on pp. 48-51. 

The Malthus letter was purchased for the Goldsmiths’ 
Library from Messrs. Sotheran in March, 1907. No indication 
of its provenance was given; but there is a passage in a letter 
of Ricardo, No. XXI., of December 18th, 1814, which may 
perhaps explain how it came to be separated from the rest. 
Ricardo asks Malthus to allow him to give one of his letters to 
a Mrs. Smith, to add to a collection she was forming ‘‘of the 
handwritings of a great number of men who had distinguished 
themselves by their writings.’’ The Smiths were friends of 
Malthus, and we cannot imagine him refusing the request. It 
is not improbable, therefore, that this letter, which he had so 
recently received, was the one Ricardo gave to Mrs. Smith. 
































JUNE, 1907] A LETTER OF MALTHUS TO RICARDO 273 


The letter, as well as the discussion of which it forms a part, 
is highly characteristic of the men and their age. It relates to 
one of the most Ricardian of Ricardo’s doctrines ; precisely the 
kind of doctrine Malthus would be unable to accept and at the 
same time too much interested in to ignore. Even in his most 
speculative flights, Malthus usually keeps one eye on the facts, 
by way of checking his reasonings ; and the extreme abstraction 
of this argument of Ricardo moves him to protest. It is signifi- 
cant of his strong practical bent, and keen sense of responsi- 
bility, that he refers to the kind of controversy in which they 
were engaged as ‘‘ the metaphysics of Political Economy.’’ The 
term in those days had a dyslogistic sense ; and its use indicates, 
no doubt, that Malthus would have preferred to discuss sucn 
questions on more realistic lines. It will be noted, too, that 
Malthus, here as in many other places, insists on the import- 
ance of demand, and of the due consideration of the element 
of time; and again, that he prefers to rest the argument on 
price measures, rather than to carry the abstraction a step 
further, as was the custom of Ricardo. He writes, for instance, 
of price of production, rather than cost of production. These 
suggestions, which all point in the direction taken by subse- 
quent theoretic advance, are among the features of interest that 
seem to make the letter worth publishing. 

H. 8. FoxweE. 


[ Copy. ] 


E. 1. Coll., Oct. 9th, 1814. 
My DEAR Sir, 

We are very much obliged to you and Mrs. Ricardo for 
your kind invitation to Gatcomb Park at our Xmas vacation, 
but I fear it will not be in our power to accept it. If we go 
from home we can hardly avoid going into Surrey; but we have 
latterly come to the resolution not to make distant excursions 
more than once a year, and I believe therefore we shall confine 
ourselves to Hayleybury and London. Our best chance of seeing 
Gatcomb and particularly of seeing it in beauty will be during 
some summer vacation in our way to or from our friends near 
Bath. Perhaps next summer we may be in that part of the 
world, and it will be a great additional pleasure, in our excur- 
sion, to be able to pay you a visit. 

I do not write so soon after receiving your letter as I should 
perhaps feel inclined, for fear of occupying too much of your 
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time, as well as my own. But I think that a letter now and 
then on these subjects will do us no harm, and perhaps may be 
the means of settling some important points relating to the meta- 
physics of Political Economy. 

You seem to think that the state of production from the 
land, compared with the means necessary to make it produce, is 
almost the sole cause which regulates the profits of stock, and 
the means of advantageously employing capital. After what ] 
have written on the subject of food and population I can hardly 
be supposed not to allow a very great effect to so very great a 
cause. But unless it could be shewn that no improvements 
were ever to take place either in agriculture or manufactures, 
and that upon a rise in the price of raw produce, new leases 
would be immediately granted, new taxes levied, and that the 
price of labour and of every other commodity both foreign and 
domestic would rise without delay exactly in proportion, the 
doctrine is evidently not correct in practice. And as these con- 
temporaneous effects are in my opinion not only improbable but 
impossible, it would be quite useless to lay much stress upon it 
even as a theoretical groundwork. It appears to me that nearly 
all which can be safely advanced respecting the dependence of 
profits on the state of the land is, that the facility of acquiring 
food, and particularly the possession of a great quantity of good 
land is the main cause of high profits, and the ultimate check 
to the indefinite extension of capital population and demand. 
But that in the interval between the two extremes, considerable 
variations may take place; and that practically no country was 
ever in such a state as not to admit of increase of profits on 
the land, for a period of some duration, from the advanced price 
of raw produce. 

The Profits of stock, or the means of employing capital 
advantageously may be said to be accurately equal to the price 
of produce, minus the expence of production, and consequently 
whenever the price of produce keeps ahead of the price of produc- 
tion the profits of stock must rise. And this has unquestionably 
been the case on the land in this country during the last 20 
years. It is not the quantity of produce compared with the 
expence of production that determines profits, (which I think 1s 
your proposition) but the exchangeable value or money price of 
that produce, compared with the money expence of production. 
And the exchangeable value of produce is not of course always 
proportioned to its quantity. In poor countries of rich land the 
profits of stock are in general not nearly so high as they ought 
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to be according to your theory ; and in rich countries of middling 
land and of an increasing commerce, they are often much higher. 
In stating the cause of high profits you seem to me to consider 
almost exclusively the expence of production, without attending 
sufficiently to the price of produce, and greatly to underrate the 
wants and tastes of mankind in affecting prices, and conse- 
quently in affecting the means of profitably em{[ploying| capital. 
What is it I would ask that enables the foreign merchant to 
sell the tea sugar and tobacco which he imports at a higher 
price than the manufactures which he has sent out in exchange 
for them. Solely their being better suited to the wants and 
tastes of society. There is no greater power to purchase them, 
but there is a greater will. And the final cause of the wealth 
which the country derives from these commodities, and of the 
means of profitably employing capital in their importation, is 
the existence of a taste for them. It is in considering merely 
of the proportion of commodities to one another, and not of 
their proportion to the wants and tastes of mankind that the 
error of Mr. Mill, in my opinion, consists. I cannot by any 
means agree with you in your observation that ‘‘ the desire of 
accumulation will occasion demand just as effectually as a desire 
to consume[’’] and that ‘‘ consumption and accumulation 
equally promote demand.’’ I confess indeed that I know no 
other cause for the fall of profits which 1 believe you will allow 
generally takes place from accumulation than that the price of 
produce falls compared with the expence of production, or in 
other words that the effective demand is diminished. For this 
is how I understand the term effective demand, and this I think 
is the interpretation of it given by Adam Smith. And according 
to this interpretation, that is upon the supposition that a greater 
effective demand means a greater excess of the price of produce 
above the expence of production, you would merely allow that 
the effective demand would always be greatest when the quan- 
tity of capital was comparatively the smallest or the profits of 
stock highest. ‘The true question relative to Mr. Mill’s propo- 
sition is not whether a man would like to spend half as much 
again; but whether you can furnish to persons of the same 
incomes a great additional quantity of commodities without 
lowering their price so much compared with the price of pro- 
duction as to destroy the effective demand for such a supply, 
and consequently to check its continuance to the same extent. 
The principal difficulties on the present question appear to 
me to arise from the very different effects of an increase, or 
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diminution of capital on the land, and in manufactures and 
commerce ; particularly with regard to price, occasioned by the 
different nature of the instruments employed, one set naturally 
growing worse, and the other generally growing better. But 
I have no room for more, so adieu. 
Ever truly yours, 
T. R. Mattruus 





THE CANADIAN TARIFF REVISION. 


IN numerous ministerial declarations during the last year or 
two it was explained that the new tariff was to be framed on 
the basis of maximum and minimum schedules, with a series of 
preferential rates lower than those of the minimum schedule. 
It was supposed that the maximum schedule would be applied 
to the imports from such countries as Germany and the United 
States, the minimum schedule to imports from countries which 
do not subject Canadian exports to their least favourable rates 
of duty, and which maintain tariff rates at a moderate level. 

Such a plan of operation for the Canadian tariff seemed to 
offer some favourable possibilities. On the one hand, Germany 
might have ceased to receive a treatment so special as to have 
the appearance of peculiar ill-will. On the ether hand, many 
interests in Canada would have welcomed the increase of obstacles 
to importation from the United States, and others would have 
hoped to secure, as the purchase-price of the concession of the 
minimum rates to the United States, a substantial scaling-down 
of the existing extravagant rates of duty with which Canadian 
exporters are met in that direction. 

Mr. Fielding’s speech revealed an arrangement even more 
complicated than had been foreshadowed. The special surtax 
applying to Germany has been retained unaltered, the rates 
being one-third above those of the ordinary tariff. As this 
ordinary tariff is thus not one of maximum rates, it retains the 
old title of general tariff. The principle of the maximum and 
minimum plan is, however, embodied in the new scheme, in 
the shape of an intermediate table of rates, about one-tenth 
below those of the general tariff, on the average, though 
numerous rates are identical in the two schedules, and in a 
considerable number of cases the intermediate rates are exactly 
half-way between the general and preferential rates. The inter- 
mediate tariff is to be applied to imports from countries which 
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give adequate concessions in their own tariffs to imports from 
Canada. If Mr. Fielding’s meaning was correctly interpreted, 
the intermediate rates represent the extreme of the concessions 
which non-British countries will be able to secure from Canada. 
The entire list of intermediate rates may or may not be con- 
ceded to any one country in return for what it gives, so that, if 
a country be unwilling to give adequate concessions, it will 
secure a correspondingly meagre share of the advantages pre- 
sented by the intermediate tariff. If this be the correct inter- 
pretation of Mr. Fielding’s words and manner when presenting 
the subject, some not inconsiderable difficulties may arise. Of 
these the chief is that presented by ‘‘ most favoured nation ”’ 
clauses in British treaties which apply to Canada, unless those 
clauses are to be given the American interpretation, and held 
to promise merely reciprocal concession of terms as favourable 
as those granted to any other nation. The Finance Minister 
referred to the obstacle presented by these treaties. He sug- 
gested that it might be possible to conclude arrangements with 
several countries, to take effect at about the same time. If we 
examine the trade returns for 1905-6, we find that 95 per cent. 
of the dutiable imports from non-British countries were received 
from the following six, viz.: United States (which contributed 
75 per cent.), France, Germany, Belgium, Switzerland, Japan. 
Now, of these, no difficulty would arise in the case of the United 
States, Germany, or Belgium, since the grant of special terms 
to other countries would not involve the extension of those 
favours to either. Canada has learned from experience that both 
France and Japan are willing to- meet her in trade matters. 
By including only five other countries, or, in strictness, four only, 
over 98 per cent. of the dutiable imports are covered, and two 
million dollars only left for all other countries. These four are 
Holland (including the Dutch East Indies), Spain, Austria- 
Hungary, and Italy. Most-favoured-nation treaties only affect 
Canada’s relations to Austria-Hungary and Spain of these. Even 
of the small remainder of two million dollars, one-third is de- 
rived from Cuba and Porto Rico, and the American interpretation 
of the most-favoured-nation clause may perhaps apply to these. It 
will thus be seen that the obstacles in the way of action looking 
towards the application of the intermediate tariff are not as 
great as has been represented in some quarters. Could satis- 
factory reciprocity treaties be arranged with France and Switzer- 
land, Austria-Hungary, Spain, and Japan, they might be put 
into force without waiting for treaties with the rest of the world, 
No. 66.—VvoL. XVII. U 
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especially as a number of the minor countries are, like some of 
those named above, not entitled to claim from Canada the most- 
favoured-nation treatment. 

The relation of the United States and Germany to the new 
intermediate tariff has attracted a large amount of attention. It 
has been freely stated that both would, as a matter of course, 
proceed to qualify for the favours embodied in it. As to this, 
it may be said at least that there are grave reasons for doubting 
the accuracy of such a prophecy. ‘The retaliatory spirit expressed 
in the surtax imposed in Canada on German goods, and in the 
action which provoked it, by which Canadian goods are subject 
to the rates of the German maximum tariff, is rather different 
from the friendly exchange of reciprocal favours which the offer 
of the intermediate tariff is meant to evoke. It is true that 
hopes are expressed at Ottawa that a better relationship with 
Germany may be arranged in the near future, and it might 
happen that the German minimum tariff would be considered 
sufficiently favourable to Canada to warrant, not merely the 
abandonment of the surtax, but the grant of the intermediate 
rates. If that were to happen, German competition with some 
lines of British trade in Canada, severe in spite of the burden 
of the surtax, might become very serious. 

As to the prospect of reciprocity between Canada and the 
United States, the immediate future seems to promise little 
definite movement. The utterance of Sir Wilfrid Laurier in 
the House of Commons on January 14th expresses the opinion 
of most well-informed people. The Canadian Premier said :— 

‘‘T do not think it would be possible to obtain from the 
United States, at the present time, or at any time, any quid 
pro quo in the way of trade concessions. We have been looking 
for trade concessions for a long time, but we do not look for 
them any more now; we have abandoned that idea long ago. We 
do not care any more to have these trade concessions. ‘There 
was a time when we would have given a great deal to have 
trade concessions from our American neighbours; they chose in 
their own way to refuse these ; we have done pretty well without 
them, and at the present time we do not expect anything of that 
nature.”’ 

The official statements of the Canadian Manufacturers’ Asso- 
ciation, professing fear that the application of the intermediate 
tariff to the United States would soon be realised, and would 
threaten the existence of numerous Canadian factories, need not 
be taken too seriously. They are opposed to all that can be 
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learned as to the disposition of the Congress of the United States, 
and especially of the Senate. 

Whether the intermediate tariff remain as an exhibition of 
what Canada is willing to do, an offer which none accept, or not, 
it may be said to express anew the spirit of the reciprocity offer 
of the tariff of ten years ago. That offer of reciprocity was 
quickly changed so as to apply only within the limits of the 
British Empire. It had served an end in procuring the denuncia- 
tion of the Belgian and German treaties. It seemed, almost, 
that the new scheme of the Canadian Government might be de- 
signed to procure the denunciation of all the British most- 
favoured-nation treaties which include Canada within their scope. 
What has been stated above makes it appear that such action is 
not necessary to enable Canada to act effectively in the promo- 
tion of her own trade interests as may seem best to herself. 

Passing, now, from the most novel feature of the new tariff 
to the changes in the preferential rates, vo find realised the 
anticipated replacement of a uniform rebate of one-third by 
preferential rates varying from item to item. The principal line 
of change has resulted from the application of a rule that every 
rate of duty shall be a multiple of 2} per cent. On rates like 
20, 25, or 35 in the general tariff, the one-third rebate produced 
some awkward fractions in the preferential rates. In the new 
tariff all these are abolished, a result achieved, sometimes by 
raising, sometimes by lowering the rate of the preferential 
duty. Thus, in the old tariff, cotton fabrics, white or gray, 
bleached or unbleached, were charged at 25 per cent. The 
preferential rate was thus 16% per cent. In the new tariff the 
general rate is unchanged, but the preferential rates are made 
different, that on white fabrics being raised to 174 per cent., 
while that on gray goods is lowered to 15 per cent. A few 
items, about a dozen in all, have the same rate of duty what- 
ever their origin, being treated in the same way as tobacco and 
alcoholic liquors in the old tariff. The new items are all charged 
at low rates, 5 or 10 per cent. They include stereotypes, on 
which the duty is halved, while stereotypes in foreign lan- 
guages, formerly free, are no longer treated differently from 
those in English or French. 

There is also a list of a dozen items, half of which were 
formerly in the free list, which are free under the preferential 
tariff, and bear small duties under the other tariffs. This has 
involved imposing duties on some items when imported from 
other than British sources. Salt, celluloid in the rough, curling 
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stones, and some kinds of iron and steel wire are now dutiable 
when non-British in origin, while the duty on dry red lead, and 
some varieties of iron and steel sheet and pipe, remains when they 
are of foreign origin, but is abolished when they come under 
the preferential tariff. There are a few transfers between the 
free list and the dutiable list, of which examples are: uncleaned 
rice now free, the duty on cleaned rice being correspondingly 
reduced; and paintings, formerly free if ‘‘ by artists of well- 
known merit,’’ now dutiable at 25 per cent. under the general 
tariff, 15 per cent. under the preference, with a limit of fifty 
dollars chargeable on any one painting or pastel. 

Besides such changes in the free list, some of which may 
prove of considerable importance, a new plan of dealing with 
certain materials of manufacture is adopted. Both the old and 
the new tariff provide numerous instances of specially low duties 
or freedom from duty for materials, otherwise subject to the 
ordinary scale of duty, when these materials are imported by 
manufacturers for working up in their own establishments. 
The new tariff tries a novel plan of controlling such importation. 
The specified materials are to be regularly imported, and, when 
they are worked up into goods sold for home consumption, the 
manufacturer is to be able to claim a drawback, which is, in 
the great majority of cases, 95 per cent. of the duties paid. 
In nearly all these cases the materials had previously been on 
the free list. In one case, where the drawback is 50 per cent., 
the previous arrangement had been to admit the material for 
the use of the manufacturer at 15 per cent. duty (preferential 
rate 10 per cent.). The new plan reduces the burden somewhat, 
but, as the duties of which the half are to be refunded are 
much higher than the old 15 per cent., the change in the situa- 
tion is much less than appears at first sight. Some complaint 
has been heard that manufacturers of iron and steel are to be 
deprived of an important part of the home market by the new 
drawback arrangement, but a comparison of the actual condi- 
tions under the old and new tariffs shows that no more than 
a little extension of the range of materials admitted on special 
terms for manufacturing purposes has been effected. On the 
other hand, in these special cases, the manufacture for export 
will receive no encouragement under the new scheme. The 
same principle applies to the bounties on steel, of which more 
presently, which are not to be paid on this commodity when 
produced for export. Canada is not to be made a basis from 
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which the United States Steel Corporation, by establishing 
Canadian branches, may secure favourable entry for its goods into 
markets which are more freely open to Canadian goods than 
to like goods from the United States. 

Turning to the question of the level of the rates of the new 
tariff, space will not admit of any lengthened analysis in this 
letter. Some guidance in judging of the effects of the changes 
may be gained from a few tentative comparisons. The three most 
important groups of articles, so far as British trade is concerned, 
are woollens, cottons, and iron and steel. Consider first the woollen 
schedule. Here, as will be remembered, a change was made in 
1904, by which the preferential duty on certain classes of woollen 
goods was made 30 per cent., less than the general duty by only 
5 per cent., or one-seventh in place of the usual one-third. The 
new tariff maintains this arrangement, and even extends it to 
embrace some goods formerly tariffed separately and lower, by 
the simple process of omitting the specific mention of these 
additional goods. Seventy per cent. in value of the ‘‘ wool and 
woollens ’”’ imported in the last complete fiscal year fell under 
this classification. The net result is to increase slightly both 
general and preferential duties, though the former in so small a 
degree as to be negligible. The increases in preferential rates 
are somewhat greater than the decreases, though, on the entire 
mass of woollens, the net increase is only about one-tenth of 1 
per cent. of the value of the goods. 

Turning to cottons, we find that the goods affected by de- 
creased preferential rates represented less than 8 per cent. of 
the imports of cottons from Great Britain in 1905-6. The goods 
with unchanged preferential rates were between 11 and 12 per 
cent. of the total. Thus the preferential rates are raised, whether 
by little or by much, on over 80 per cent. of the goods, judging 
by the standard of last year. The aggregate net increase is 
about 1 per cent. of the value of the goods, which shows that 
the changes are mainly those due to introducing the 2} per cent. 
step system. It is to be observed, however, that the rates of 
the general tariff are reduced, and by an average amount of 
about 14 per cent. Thus the difference, constituting the pre- 
ference, which was formerly about 10 per cent. of the value of 
the goods, is reduced by more than one-fifth of its amount. 

In iron and steel goods the changes made are more favourable 
to British trade. Reference has already been made to cases 
where, with small duties retained or imposed in the general tariff, 
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the preferential tariff shows no duty. When we sum up the 
results, the few cases of increased preferential rates are con- 
siderably outweighed by the more numerous cases of decrease. 
At the same time the general tariff rates average a little more 
than under the tariff of 1896. The result is that a preferential 
difference of a little over 6 per cent. of the value of the goods 
is replaced by one of over 8 per cent., or an increase in the 
advantage open to British traders in the proportion of 3 to 4. 
The actual advantage may be greater than this, since the dif- 
ferences in excess of the average are those which, if any, are 
likely to become operative in affording openings for transfer 
of business from the United States to Great Britain.! 

The rearrangement of the tariff rates is not intended to expose 
Canadian manufacturers of iron and steel to severer competi- 
tion, but to offer an opportunity for diverting to the home country 
some of the trade which now goes elsewhere. The home manu- 
facturer receives special consideration in a revision of the boun- 
ties, which were on the point of expiring. In place of disap- 
pearing at the end of June next, they are to be continued till 
the end of 1910, and for this year and next to be set at a level 
substantially higher than that which was reached last year. 
Further, the use of Canadian ore is favoured by making the 
difference between the bounties, on iron from Canadian and im- 
ported ore, one dollar per ton of 2,000lb., or about 4s. 74d. per 
English ton. 

Three other points must be noted in the revised tariff. One 
relates to the conditions under which goods qualify for preferen- 
tial tariff rates. The proportion of their value due to British 
labour must be 25 per cent. at least, and this 25 per cent. is 
to be henceforth clear of either manufacturers’ or merchants’ 
profit. The second relates to the special provisions against 
dumping. This special duty was, except in a few cases, limited 
to one-half the regular customs duty on the article. The limit 
is now made in all cases, as in the special cases referred to, 15 
per cent. of the value. The third point relates to the provision 
for meeting combinations of manufacturers to unduly exalt 
prices. The regular procedure in such a case has been that a 
special inquiry was held to determine whether the combination 
really existed and worked the injurious result deprecated. An 
alternative method of establishing the facts is now found wher- 

1} Further changes in the rates, made during the discussion of the Tariff in the 
House of Commons, have tended to increase the preference on iron and steel goods 
somewhat beyond the amount indicated in the figures given, 
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ever the case has been adjudicated upon by the ordinary courts of 
law. In such a case no delay for a new and special inquiry 
will be necessary in the future. 

Some special attention has been given to one other im- 
portant change in the tariff rates, affecting the differential be- 
tween the rates on raw and on refined sugar. The opinion was 
expressed by the Finance Minister that the sugar refiners have 
been securing a larger advantage than had been intended. Since 
the introduction of the surtax on German goods the imported raw 
sugars have become almost exclusively West Indian (including 
Guiana under this designation for convenience). The new tariff 
leaves the duties on refined sugar unchanged, but increases the 
duty on raw sugar by 74 cents per hundred pounds if from 
British sources, and by 12 cents if foreign. For sugar at 96 
degrees the new rates are 55 and 834 cents per hundred pounds 
for British and foreign sugars respectively. The rates on refined 
at the same polariscope standard are, as before, 80 cents and 
$1°20 respectively. The new rates should give British raw 
sugar a greater advantage than ever, and either make it easier 
to import British refined or prevent the Canadian refiners from 
transferring the addition to the duty to the consumers of sugar. 

This letter has already reached an inordinate length, so that 
other topics must be postponed. 

A. W. FLux 
Montreal, Feb. 7th, 1907. 

P.S.—Of the changes in the original draft of the new tariff, 
which were effected during the passage of the Tariff Bill through 
the House, it is hardly necessary to write at length, especially in 
view of the fact that British interest in matters Canadian has 
been recently diverted to what was passing at the Colonial Con- 
ference. It may, however, be worth while noting one fact. An 
attempt was made to amend the Government proposals by con- 
fining preferential treatment to imports made directly to Canadian 
ports, refusing it to imports vid United States ports. ‘hough 
this condition for preferential treatment is not to be imposed 
at present, power has been given to the Governor in Council 
to impose it when the conditions appear favourable. Ministerial 
declarations were to the effect that until the new transcontinental 
railway is built, such a measure would be inadvisable. The at- 
tempt and its results are indicative of strong currents of opinion 
in the Dominion. 


A. W. F. 
May Ist, 1907. 
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COMMANDITE IN FRANCE. 


IT is an undoubted fact that the form of commercial associa- 
tion known under the name of commandite and so flourishing 
in France half a century ago is decidedly on the decline. Let 
us inquire into the causes of this revulsion of mercantile opinion. 

According to French law the société en commandite (limited 
partnership) necessarily comprises two classes of partners: (1) 
one or several partners called general or managing partners 
(commandité or gérants) severally and jointly liable for the 
whole debts of the society; (2) one or several partners called 
special or dormant or investing partners (commanditaires), who 
are not liable beyond the amount of their shares (art. 23 of the 
Code de commerce). The limited partnership’s ‘transactions 
take place under a firm including only the names of the general 
partners followed by the words ‘‘and Co.’’ For example— 
Dubois and Co. 

The general rule is that the management of the society 
exclusively belongs to the general partners. Still, it can be 
trusted to only one or several of these, or even to a stranger, 
but never to a dormant or investing partner, who is strictly pro- 
hibited to act in a similar capacity (art. 28 of the Code de com- 
merce). It is feared that the public might be deceived by ap- 
parent managers being put in evidence as responsible to any ex- 
tent whilst really only liable to the amount of their shares. This 
prohibition enforced by the article 28 of the Code de commerce, 
amended by the Act of May 6th, 1863, enacts that the investing 
partner interfering in the management of the society is to be 
held, jointly with the managing partners, liable for all the debts 
resulting from all the acts he has performed. Should these 
acts happen to be repeated and important, he may be declared 
liable for all debts indiscriminately. Notwithstanding these re- 
strictions, the investing partner is allowed to give advice and 
to verify the dealings of his partners. 

Besides these general rules, some special rules are laid down 
for every particular class of limited partnership, such as the 
Société en commandite simple and the Société en commandite 
par actions : the shares of the former are untransferable, whilst 
the shares of the latter or joint-stock commandites may be sold 
on the market. 

The commandite simple is now only in use for rather small 
concerns, as the division of the capital into joint parts of property 
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of undetermined value is considered hardly consistent with the 
practical requirements of a trade of any importance. 

The joint-stock limited co-partnership (Société en com 
mandite par actions, Acts of July 24th, 1867, and August Ist, 
1893) is far more in favour. Before entering into activity the 
joint-stock limited co-partnership must be registered by the 
juge de paix and the tribunal de commerce. Its statutes must 
be published in newspapers officially appointed for legal adver- 
tisements. It is subject to the following rules :—(1) The whole 
amount of capital must be subscribed. The lowest admittec 
amount of the shares is 100 francs for the societies whose capital 
exceeds 200,000 frances, and 25 francs for societies whose capital 
is less than 200,000 francs. (2) Each stockholder is bound, 
previous to the legal formation of the society, to pay down one- 
fourth of his subscription if the nominal amount of each share 
exceeds or is equal to 100 francs, or the whole if the nominal 
value be 25 francs (with the exception that in certain co-opera- 
tive societies called societies with variable stock—sociétés a 
capital variable—the tenth part only is to be paid immediately). 
(3) Both subscription and payment are to be certified by an 
affidavit of the managing partners. (4) The shares granted in 
representation of property or of patents are to be appraised and 
valued by special commissioners, and the valuation approved 
by the assembly of the stockholders. 

A board of overseers—three at least—is to be elected by the 
assembly of the stockholders. This board examines the account- 
books, the cash-box, and the assets. Every year it reports to 
the assembly of the stockholders on the management of the 
society it supervises. This management is committed to the 
managing partners, who can only be dismissed for serious mis- 
demeanour to be eventually submitted to law courts. <A general 
assembly of shareholders is held annually to approve the accounts. 
The statutes may be amended by the assembly, but the funda- 
mental principles must be maintained. 

The joint-stock limited partnership comes to an end either 
by the expiration of the agreed time, the achievement of the 
business it intended to perform, or a vote of the general assembly 
of the shareholders. As a rule (but this rule is usually set aside 
by a special clanse of the statutes) the partnership is dissolved 
by the death, the bankruptcy, or the interdiction of one of the 
managing partners. 

Until the Act of June 23rd, 1863, when for the first time 
joint-stock companies were allowed to be created without any 
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licence of the Government, limited partnership on the basis of 
commandite was prevalent on a large scale in the high and 
middle classes of trade and manufactures. It offered both to 
the inventor or founder of a new branch of business and to the 
capitalist the best opportunities they could wish: the former 
found the money he wanted to make the best of his invention 
or business which he was left at liberty to manage according to 
his own views; the latter took an interest in a promising under- 
taking, without being liable beyond the amount of his share. 

During the Restoration (1815-1830) and the reign of Louis 
Philippe (1830-1848) nearly all our great financial, commercial, 
and industrial enterprises were founded on the basis of the 
commandite par actions. By that time the only existing legisla- 
tion on commandites (Code de commerce, art. 23-28) conferred 
on the managing partners an almost unbounded liberiy to act 
as they chose, free from any legal restraints whatever. These 
facilities brought on—especially about 1840—headlong specula- 
tions, booms, and finally financial crashes. There was a general 
outcry for legal protection of the public, protection which was 
at length granted by the Act of July 17th, 1856, creating in 
every limited joint-stock partnership a board of overseers, and 
prohibiting the sale and transfer of shares before the entire pay- 
ment of their amount. But this last clause was criticised as too 
severe and subsequently repealed. 

Since the Act of May 6th, 1863, which has allowed the 
foundation of joint-stock companies (sociétés anonymes) without 
any previous authorisation of the State, and still more since 
the Act of July 24th, 1867, which is emphatically the code of 
limited companies in France, the commandite is no longer the 
object of the public predilection. Most French investors are 
now prone to look for their safeguard less to the personal credit 
of a managing partner than to the ascertained value of an 
undertaking supported by financial and technical authorities. 
They generally fear to be deceived by managing partners who, 
under the cover of an often merely nominal supervision by 
overseers, are entitled to govern the business at their own will. 
On the contrary, in the société anonyme the board of trustees 
has the right not only to supervise, but also to nominate or to 
dismiss the director, and to act as the real executive power of 
the company. The fear of possible misuses by the managers 
of commercial companies is so strong that there is now intro- 
duced a Bill to extend the legal requirements enacted for joint- 


stock companies. 
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Although commandite still retains a good deal of importance 
in small and middle trade, it is now scantily used for large 
trading or manufacturing concerns, and, if used at all, it is only 
during the initial period, or as long as the still living founder 
wants to keep the management in his own hands. When he 
dies or retires, the formerly existing partnership is generally 
transformed into an ordinary joint-stock company. 

Et, MARTIN SAINT-LEON 





‘* PotisH LABOUR’’ IN THE ScoTTIsH MINES. 
From THE MINER’S POINT OF VIEW. 


A MATTER that has caused considerable friction amongst the 
miners of Scotland during the last few years is the employment 
of ‘‘ Polish labour’’ in the Scottish mines. Fifteen years ago 
there were few, if any, of these people engaged in the mining 
industry ; whilst to-day those employed can be numbered by 
the thousand. The majority of these have no knowledge of 
either English or mining. Several mining firms have tried to 
overcome the language difficulty by having the ‘‘ Mines Act’”’ 
and other rules applicable to mining printed in the language of 
the alien. This, however, made no difference, because only a 
very small percentage of them could read the language they 
were able to converse in. Time will, of course, change this; 
but it will be long before many of the aliens’ children, who are 
at present attending school, and through whom this change will 
be effected, start to work. Meantime, the employment of aliens 
is a considerable source of danger to the other mine-workers. 

The employers may have made an honest attempt to get 
over the language difficulty; but I am afraid that their efforts 
to surmount another difficulty which the ‘‘ Mines Act,’’ if pro- 
perly carried out, places in their way, is not so creditable. I 
refer to that section of the Act which stipulates that no one 
shall work in a place alone as a coal-getter until he has worked 
for two years under the supervision of a skilled workman.’ This 
is the only provision that is made, so far as the serving of a 
term of apprenticeship in the mine is concerned. In addition 
to this rule, the men have made a sort of voluntary attempt 
to regulate the number and limit the produce of persons enter- 


1 Mines Act, 1886, section 49, rule 39. 








288 THE ECONOMIC JOURNAL [JUNE 


ing the mine. Difficulty has always been experienced in en- 
forcing this rule when grown men entered the mine, and started 
to work without any previous experience. The idea of the framers 
in both instances was to prevent accidents through ignorance. But 
a number of mine-owners, or, at any rate, their agents, have tried 
to get over this difficulty by employing two workmen who have 
not served their apprenticeship to work together. In most cases 
where this has occurred the men concerned have been foreigners. 
The attention of His Majesty’s Inspector of Mines was drawn to 
this breach, and when he approached the colliery authorities with 
the view of having the matter remedied, they did not attempt 
to deny that the practice had been resorted to. On the con- 
trary, some of them pointed out in extenuation that whilst the 
‘“Mines Act’’ says that an unskilled workman cannot work 
alone, nevertheless it does not say that two unskilled workmen 
may not work alone. It is clear to me that in so doing they 
were guilty of a breach of the spirit, if not of the letter, of the 
Act. I anticipate, however, that this matter will be remedied 
by the recently appointed Royal Commission on Mines. 

A point that has been much discussed in mining circles in 
connection with this matter is whether the alien or the Briton 
is the better miner. I am a British miner myself and may be 
prejudiced, but my own experience certainly is that the Briton 
is by far the better workman. Indeed, one mine agent of my 
acquaintance, when spoken to about giving undue preference to 
foreigners, had the candour to admit that there was no use 
putting them into bad places because they would not be able 
to work them. Hence the native miners have to work the 
worst places. The truth of this criticism is borne out by others 
whose experience is more varied than my own. It is but a 
short time since the miners of a certain Scottish colliery wanted 
an increase on their rate. They alleged that with the existing 
rate they were unable to earn the standard wage. When the 
agent of the colliery was approached by a deputation of the 
men about the matter he pointed out that a large number of 
those employed in the mine were foreigners, and he stated that 
they were not able to earn the same wage, given the same rate, 
as the British miner. 

The foreigners are accused, and very rightly too, of indulg- 
ing in a very bad habit of bribing petty and other mine officials 
in order to buy favour. In justice to them I should say that 
they did not inaugurate this practice, because, prior to their 
coming, the very same thing was done by native workmen, who 
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were and are still known as mining contractors. It is said that 
these contractors sometimes earn money very easily, but they 
are expected to give presents to the mine officials in return. 
This evil is, I believe, less rampant to-day than it was a few 
years ago. And it is this pernicious practice, formerly carried 
on by a few, which the foreigners are now employing in a more 
wholesale fashion. ; 

It is a common observation for the miner to make in con- 
versation that the foreigner has been the cause of reducing his 
wage. ‘This to a great extent is true, because the vast majority 
of the Poles who have come to Scotland have drifted into the 
mining industry. The problem of the distribution of labour, 
which the working miner has, as a rule, had little time or desire 
to consider, is being forced more and more upon his notice. But 
whilst knowing very little about the theory he can generally 
explain very clearly that he has to produce more now than he 
had formerly to do, and that his increased produce only enables 
him to earn the same as before. And thus in his own way he 
tells how the fresh labour coming into the country is not being 
properly distributed. This is a very important though much 
neglected aspect of the Polish labour question. 

What I have here stated is, I believe, a fairly accurate ac- 
count, from the miner’s point of view, of the advent of the 
foreigner into the Scottish mines. In passing I have tried to 
give some idea of the alien’s characteristics as they have ap- 
peared to me; and in concluding I have just hinted at the 
economic effect that his coming has had upon the mining com- 


munity of Scotland. 
Francis McLAvcHLAN 





THe INCIDENCE OF IMpoRT DUTIES. 


In the course of a review of my book on ‘“‘ Protective and 
Preferential Tariffs’? in the March number of the Economic 
JouRNAL, Mr. Bickerdike raises an interesting theoretical point. 
In the book the following thesis was maintained. It was postu- 
lated that a given revenue had to be collected in respect of some 
commodity that was both imported and produced at home. T'wo 
alternative plans of raising the revenue were suggested—first, a 
customs duty alone; secondly, a customs duty accompanied by 
a corresponding excise duty upon home production. Apart from 
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the divergent influence of these plans upon distribution, a com- 
parison between them involved two elements, (a) the direct 
gain and loss in respect of the taxed commodity itself, and (b) the 
indirect gain and loss in respect of other commodities. Under 
both these heads I argued--and up to this point Mr. Bickerdike 
agrees with me—that some effect would be produced alike by 
plan (1) and plan (2). But—my argument continued—the effect 
under head (a) is ‘‘ the chief element that has to be considered.’ ! 
That under head (b) involves quantities of a lower order of 
magnitude, and is, therefore, in general, outweighed.2 This 
proposition the reviewer does not accept. ‘‘ Mr. Pigou,’’ he 
writes, ‘‘ seems to minimise unduly the indirect effect.’’ % 

I do not propose to follow Mr. Bickerdike’s reasoning in 
detail. A part of it seems to be directed, not so much to rebut 
my conclusions as to support conclusions on a different point 
which he has himself advanced elsewhere. I will only observe 
that the mathematical expression for the net advantage of trade, 
upon which he relies, implicitly assumes that a supply curve 
can be treated as equivalent to a particular expenses curve. This, 
as Professor Marshall has pointed out, is not legitimate in 
general, though it may be in certain special cases.‘ 

I am anxious, however, to argue positively rather than critic- 
ally. Mr. Bickerdike’s paper has suggested to me that the 
method of approximation employed in my book is more ques- 
tionable than I had supposed, and demands more careful in- 
vestigation. This I shall now attempt to supply. A starting- 
point is furnished by the accepted doctrine of consumers’ surplus. 
If the cost of producing an article of home manufacture is aug- 
mented, the amount of that article consumed in the country is 
altered, and, as an indirect consequence, the amount of many 
other articles consumed is in general altered also. Provided, how- 
ever, that the demand or supply of the taxed article is not cor- 
related with that of other things, and that the expenditure diverted 
from it to other things by the tax is small relatively to the 
aggregate expenditure of the purchasers, the effect in respect 
of these other things is of the second order of small quantities, 
and may, therefore, be neglected. The alteration caused in 
the marginal utility of money may also be neglected. Hence 
the total effect of the change is approximately equal to its effect 
on the money measure of the consumers’ and producers’ surplus 


1 « Protective and Preferential Tariffs,” p. 25. 2 Ib. p. 30. 
3 Economic JOURNAL, March 1907, p. 99. 
4 “ Principles of Economics,” p. 521, n. 
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yielded by the taxed commodity itself. Furthermore, unless that 
commodity is one in the production of which land plays a con- 
siderable part, the effect on producers’ surplus may be left out 
of account. These general propositions are not, I imagine, any 
longer open to serious dispute. If a formal proof is required, 
Signor Barone’s articles in the ‘‘ Giornale degli economisti ’’ for 
September and November-1894 or Mr. Sanger’s summary of 
them in the Economic JourNAL of March 1895 may be cited. 

The situation is, however, essentially different when the com- 
modity whose conditions of supply have altered is obtained by 
importation from abroad. The various commodities that foreign 
countries send to us are correlated on the side of supply. 
Foreigners require our exports, and, to obtain them, send to us 
several sorts of imports. If it becomes less advantageous to 
them to send one sort, they may divert the main part of the 
energies set loose from that sort to making and sending other 
sorts. 

These preliminary generalities in themselves present no diffi- 
culty. I proceed at once, therefore, to apply them to the par- 
ticular problem in hand, that, namely, of determining the rela- 
tive importance of the direct and the indirect effects produced 
by an import duty. I am not concerned with purely hypothetical 
cases. Of course, if a country’s imports consist of two sorts of 
things only in about equal amounts, the indirect effects in re- 
spect of the other, due to the imposition of a tax on the one, are 
in general far from negligible. ‘They are in almost all cases 
exceedingly important. Actual countries, however, import not 
two sorts, but many sorts, of ‘commodities. The significant 
question is how far and under what conditions this multiplicity 
relieves us of the need of investigating indirect effects. 

If, after the change, the aggregate amount of foreign resources 
that are employed in the manufacture of goods for exchange with 
England is unaltered, it is evident that the resources devoted to 
making the exports that are not subjected to taxation will be 
increased by an amount equal to that by which those devoted to 
the taxed export are diminished. If the foreign resources em- 
ployed for exchange are diminished on the whole, those devoted 
to the non-taxed exports are increased by an amount less than 
that by which those devoted to the taxed export are diminished. 
If, finally, the foreign resources employed for exchange are 
increased on the whole, the opposite result comes about. 

For the realisation of the last of these three cases, it is 
necessary that the foreign demand for English exports in 
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general should have an elasticity less than unity. As a matter 
of fact, however, since there are rival sources of supply in respect 
of nearly all our products, the foreign demand for our goods, so 
far from being inelastic in this way, is in the main exceedingly 
elastic. It is practically certain that to make it more difficult 
for foreigners to obtain our goods would cause them to devote 
less, and not more, of their resources to the purchase of them. 

Hence, in practice, the imposition of a tax upon one sort 
of import would cause the foreign resources devoted to making 
other imports for England to increase by a smaller amount than 
that by which those devoted to making the taxed import dim- 
inished. 

Under these circumstances, if there are n imports, the con- 
ditions of demand for which in England and production of which 
abroad are respectively similar, England’s consumption of the 
taxed import is likely in general to be diminished not less than 
(n-1) times as much as her consumption of each of the others 
is increased.1 Suppose that the decrease of consumption in 
the one case is equal to y, and the increase in each of the other 
cases to ra units. It is easily shown that the loss of con- 
sumers’ surplus due to the decrease of the one commodity ap- 
proximates to 4y?K, while the increase in respect of each of the 

2 
other imports approximates to (_) K. Hence, the decrease 
exceeds the aggregate increase in respect of all untaxed imports 
together in the proportion of (n-1)to1. If, therefore, n is large, 
the latter may be neglected in comparison with the former. 

The two assumptions upon which this conclusion depends 
should be carefully noted. First, it is assumed that the con- 
ditions of production abroad of England’s n imports are similar. 
If the production of the taxed import is much less elastic than 

1 This matter may be expressed more clearly in mathematical language, 

Let w,, w,.. . units of foreign resources, be devoted to making each of 1 
imports for England: and let w,, w,. . . be all equal. 

Let the number of units of each commodity that result from these resources be 
fw,, fWg...., again all equal. 

When a tax is imposed on the importation of goods made from w,, w, becomes 
W,—AW,: and w, and each of the other w’s increase by Aws. 

Then the taxed import falls in quantity from fw, to f(w,—Aw,), and each of the 
other imports increases from fw, to f(w,+Aw,). 

Therefore, the decrease in the taxed import stands to the increase in each of the 
others in the ratio of Aw, to Aw, (approximately). 

But ex hypothest Awa>(n—-1) Aw». 

.*. the decrease in the taxed product is more than (nm -—1) times the increase in 
each of the others. 
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that of the other imports, a given quantity of foreign work 
diverted to the manufacture of these imports will increase their 
quantity much more than it decreases the quantity of the import 
from whose manufacture it is withdrawn. In this case the 
effect on consumer’s surplus in respect of the untaxed imports 


will be much more than —* th part of that in respect of the 


taxed import, and cannot legitimately be neglected. 

Secondly, it is assumed that the conditions of demand in 
Kingland for the n imports are similar. If the demand for the 
taxed import is much more elastic than that for the other 
imports, a given charge in amount consumed will alter con- 
sumer’s surplus much less than an equal change in respect of 
one of the other imports. In this case also the effect on con- 
sumer’s surplus in respect of the untaxed imports will be much 


1 ! 
more than 08 part of that in respect of the taxed import, 


and cannot legitimately be neglected. 

The latter of these two qualifications seems at first sight 
to be of great practical significance in a problem which centres 
about an import tax on a commodity which is also produced at 
home; for the demand for imports of such a commodity will 
in general be more elastic than that for other imports. This 
consideration would carry much weight in a country where only 
one imported commodity was also produced at home. In real 
life, however, the multiplicity of such imports can be shown, on 
the line of reasoning pursued throughout this paper, to reduce 
it to insignificance. 

' We are thus left with the general proposition, applicable 
to revenue and protective duties alike, that, apart from excep- 
tional inelasticity of production or exceptional elasticity 
of demand, the indirect effects which a tax upon one 
import produces upon the consumer’s surplus derived from 
other imports is negligible in comparison with its effect 
upon the consumer’s surplus derived from the taxed import 
itself. 

In the special case in which the taxed import to England 
obeys the law of constant return,! this proposition leads imme. 
diately to the conclusion that the indirect effects in respect of the 
untaxed imports are negligible relatively to the effcct in respect 
of the taxed import itself. For, in this case, the only effect in 

1 It should be noticed that the supply curve of the taxed import can only be 


drawn as a simple price-amount function on condition that the prices of the other 
imports are temporarily taken as constants, 


No. 66.—Vvou. XVII, p.' 
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respect of the latter import is just the diminution of consumers’ 
surplus. 

If, however, the taxed import obeys the law of increasing or 
diminishing return, the total effect in respect of that import 
involves, besides a loss of consumers’ surplus on the consump- 
tion that is destroyed, a further effect on the consumption that 
is maintained. Those who buy the import have to pay, in the 
one case something beyond, in the other case something below, 
the sum that the Treasury receives. In the case of increasing 
return, the payment is additional. Therefore, the total effect 
in respect of the taxed commodity is greater than the effect on 
the consumers’ surplus yielded by it. It has already been 
shown, however, that the indirect effects in respect of other com- 
modities can be ignored relatively to this latter effect. Hence, 
a fortiori, they can be ignored relatively to the total effect in 
respect of the taxed commodity. 

In the case of diminishing return, however, those who main- 
tain their consumption escape a payment. The total effect in 
respect of the taxed commodity is, therefore, equal to the differ- 
ence between the advantage which accrues to them and the loss 
of consumers’ surplus. If the supply is highly inelastic, this 
difference is almost certain to be greater than the loss of surplus ; 
if the supply is highly elastic, it is not likely to fall short of it 
by more than a small amount. In certain intermediate cases, 
however, with a tax of appropriate magnitude, the difference 
will be much smaller than the effect on surplus; in the limit, of 
course, it becomes equal to zero. In these cases the indirect 
effects in respect of the untaxed imports are not negligible rela- 
tively to the total effect in respect of the taxed import. 

Hence, it is true that cases can be found to which the method 
of approximation suggested in my book would not be appropriate. 
That qualification ought to have been set down. The method is 
valid, not universally, but generally. It generally yields an 
adequate measure of the effects of a small customs duty upon a 
single import. Hence it is generally legitimate to make use of 
it in comparing the effect of such a duty with those of a customs 
plus excise duty designed to yield the same revenue. 

A. C. Pigou 
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RECENT OFFICIAL PAPERS. 


veport on the Trade in Imports and Exports at Irish Ports 
during the Year 1904. [C*. 3237.] 1906. 


THE task of ascertaining the amount of the external trade of 
Ireland is beset with serious difficulties. Since the establishment 
of complete free trade with Great Britain the records of the cross- 
Channel trade were no longer needed; but as both the exports 
of Irish goods to foreign countries and the foreign products used 
in Ireland passed largely through English ports, it became impos- 
sible to give the usual official statements that can be furnished for 
any separate customs area. Various attempts at estimating the 
Irish imports and exports were made, the most important being 
that presented to the Financial Relations Commission by Sir R. 
Giffen, which put the figures for 1893 at £20,054,000 for imports, 
£25 574,000 for exports, a total of nearly £45,630,000. Those 
who had carefully studied the economic conditions of the country 
regarded this estimate as much too moderate. It, however, was 
used by Lord Welby and his co-signatories in their comparison 
with Belgium, which had a foreign trade of £117,000,000 (Final 
Report, p. 49), and it assisted in the calculation of the relative 
taxable capacity of Ireland (ib. p. 39). The present Report, 
which is the work of the statistical branch of the Department of 
Agriculture and Technical Instruction, and is the result of careful 
and prolonged inquiries, yields a strikingly different result. The 
imports for 1904 are estimated as-reaching at least £55,148 ,206 ; 
while the exports are £46,606,432. To these totals it is said that 
£3,000,000 may perhaps be added, bringing the total external 
trade to £105,000,000. Thus the imports (assuming that there is 
no decided difference between 1893 and 1904) exceed Sir R. 
Giffen’s estimate by 175 per cent., and the exports show an excess 
of 80 per cent. Equally remarkable is the difference in the rela- 
tion between the two sides of the trade account. The estimate 
for 1893 shows an excess of exports of £5,520,000; that of the 
present Report brings out an excess of imports of £8,541,774. It 
is highly probable that the belief in a large absentee drain influ- 
enced the compilation of Sir R. Giffen’s statement. The later 
figures suggest a reconsideration of the accepted views as to the 
credit relations of Ireland with the outside world. Remittances 
from Irish emigrants and investments by Irish people outside 
their own country are probably larger, the payments to absentees 
smaller, than is usually believed. It may also be that further 
No. 66.—vol. XVII. ¥ 
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inquiries over a series of years will yield different results. Mr. 
Adams, to whose care and skill the Report owes much, points 
out that the real balance of trade cannot as yet be stated with cer- 
tainty. He also explains that the relation between the external 
and the home trade of a country is not fixed. He holds that it is 
‘* certain that in proportion to its total production the import and 
export trade of Ireland is high ’’ (p. 16), but that this in itself is 
no evidence of prosperity or the reverse. 

The detailed tables are full of instructive facts as to the char- 
acter and extent of Irish production and consumption. The in- 
significant export of ale and import of porter, and the large 
import and export of those articles respectively, is an example. 
Perhaps in succeeding issues of this Report the re-exports may 
receive separate treatment. In this issue Ireland appears as an 
exporter of cocoa (18,794lb.), coffee (10,528lb.), raw cotton 
(412,040cwt.), and tea (281,456lb.). A first attempt at a statis- 
tical inquiry of a kind new in its practical methods could hardly 
meet all such complications. 
































C. F. BASTABLE 


Alcoholic Beverages, 1905—House of Commons (1906), 401. 


Tuts is the sixth number of a series showing the production, 
export or import, and consumption per head of wine, beer, 
and spirits for the United Kingdom, the self-governing Colonies, 
and foreign countries. France takes the lead in the production 
of wine, Germany in that of beer, Russia in that of spirits. The 
consumption per head does not follow the same order. 


THE INDIAN Excise CoMMITTEE OF 1905-1906. [C*. 3327.] 


THE Report of the Indian Excise Committee is well worth 
perusal by all who take an interest in the regulation of the trade 
in spirits and other harmful commodities. 

The Report describes the various systems of excise existing 
in British India, and criticises them in detail. The ‘‘ outstill ’’ 
system is that under which the right of manufacture and sale of 
spirits at a specified shop or set of shops is sold by auction, and 
little or no further control is exercised by Government. This 
is an obviously bad system, for there is no check on the quality 
or quantity of the sales. The areas under the ‘‘ outstill’’ system 
are, however, being rapidly reduced, and it will shortly be con- 
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fined to those backward and undeveloped tracts where close 
supervision is impossible. 

Under the ‘‘ Sadar Distillery’? system individual distillers 
are allowed to manufacture spirits within a Government build- 
ing ; the spirits so made are brought up to definite standards of 
strength under official supervision, and the distillers are then 
allowed to issue it to licensed vendors on payment of a fixed 
duty per gallon. The committee maintain that manufacture by 
small and ignorant distillers is wasteful, that the quality of the 
spirit so produced is poor, and that opportunities for fraud are 
numerous. 

The ‘‘ Contract Supply ’’ system of Madras, as worked there 
since 1901, has now been adopted as a model for reform in 
Bengal and the Central Provinces. Under this system the mono- 
poly of supply in a district or other selected area is given out 
on contract, the contractor issuing his spirit at the rate of excise 
duty in force, and supplying vendors at a fixed rate, determined 
by tender over and above this duty, while the right of vend is 
generally disposed of by auction for each shop sanctioned. 

In seeking for an ideal system of excise for India it must 
be remembered that the size and geographical conditions of the 
country and the undeveloped condition of society render impos- 
sible that strict supervision which may be expected in England. 
The development of illicit distillation is an ever-present danger, 
and on this account the price of spirits must not be allowed to 
rise to a height which will encourage such practices. 

A modified form of the English system of free supply was 
tried in Madras, and with still greater modifications in the 
Punjab, but it was found in both cases that combinations were 
formed amongst the distillers, and that the price of spirits was 
thereby raised to an undesirable height. With a view to ob- 
taining a supply of good spirits at a reasonable price the com- 
mittee recommend the adoption of the Madras system of ‘‘ Con- 
tract Supply.’’ Another point of much importance discussed in 
this report is the question of retail licenses. Up to the present 
the usual plan has been to auction each shop annually. The 
greater part of the surplus profits of the business are probably 
secured to Government under this scheme, but it has many dis- 
advantages. The excitement of auctions is apt to produce exces- 
sive bids, and subsequent disorganisation of the trade. The 
speculative character of the investment deters those respectable 
men whose presence it is most desirable to secure. The com- 
mittee advocate the abolition of the system, and suggest a plan 

¥ 2 
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under which the issues to each shop for a series of years should 
be ascertained and the average incidence per gallon of the license 
fees worked out; if a considerable portion of it is common to 
the whole district that portion should be added to the duty; the 
remainder*would vary with the conditions of the shops, such as 
their situation, &c.; the shops should be grouped with reference 
to these conditions, and a rate of surcharge per gallon based on 
the incidence of the license fees should be worked out for each 
group. In the annual revision of settlements consumption 
would be the only guide to an increase of taxation; a general 
rise would indicate a need for increase of duty, whilst a rise at 
any particular shop could be met by an increase in the surcharge 
for that shop. In this way license fees would be reduced to 
their proper position as a minor item in excise receipts. 

The committee say little as to any increase in consumption 
of spirits in India during past years, but the present consump- 
tion is extremely small. According to the Financial Member 
of Council the average consumption of spirits in “‘ distillery ”’ 
areas was 4'06 gallons per 100. A consumption of five gallons 
L.P. per hundred of the population means that every woman 
and child would be a total abstainer, and that every adult male 
over the age of twenty would be able to have a small glass of 
whisky once in three weeks. 

D. A. B. 





The Bulletin of the Bureau of Labour, Washington. 

THE March number continues the record of wholesale prices. 
The average price-level, based on 258 commodities for 1906, 
was 5°6 per cent. higher than for 1905; 22°4 per cent. higher 
than the average for the decade 1890-99. 





Statistical Record of the Progress of the United States, 1906. 
(Bureau of Statistics, Washington.) 

A COMPILATION of figures, all showing continuous growth 
except for area and debt, and certain ratios, e.g., the percentage 
of imports into the United States from Europe. [For the last 
twenty-five years the medium of the percentages is 53°35, the 
extremes 45°05 and 57°14, the probable deviation about 2.] 





Bulletin No. 69 of the United States Census Bureau. 


A REPORT on child labour, which prevails most in the Southern 
States. 
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OBITUARY. 
JOHN KELLS INGRAM. 


ALMOST all the Muses might weep for the many-gifted Ingram. 
Of the various talents which he combined, the poetic faculty 
most excites our admiration. The patriotic song which he dashed 
off in the heat of youth deserves its world-wide celebrity ; and of 
his maturer thoughts on philosophy and religion, those appear 
most precious which are expressed in the forms of poetry. 
Classical verse composition and literary taste in all its manifesta- 
tions were fostered by his example and teaching at Trinity College, 
Dublin. He occupied with equal distinction the Chair of English 
Literature and the Chair of Greek successively, in the course 
of a long academic career. His brilliant services to the College 
lasted from 1846, when he was elected Fellow at the early age 
of twenty-three, on to, and for a year or two after, 1898, when 
he became Vice-Provost. When he had resigned academic work, 
he continued, with freed energy, to indite and write. The golden 
volume of his Sonnets was issued in 1900. There were other 
displays of his literary power before the end, which came last 
May. 

The efficacy of literary form to enhance the value of know- 
ledge is conspicuous in Ingram’s economic writings. It is not 
surprising that his History: of Political Economy should have 
been translated into the principal languages of the civilised world 
—nine, if we remember rightly, including Japanese. The history 
first appeared as an article—on Political Economy—in the ninth 
edition of the Encyclopedia Britannica. There have been 
incorporated into the history, or should be read along with it, 
several articles on eminent economists—Adam Smith, Ricardo, 
and others. Exception may be taken, we think, to many of the 
judgments passed on men and methods; for instance, when it 
is said with reference to Ricardo’s doctrines, ‘‘it may well be 
doubted whether it is not better to discard them altogether, 
and begin, as we end, with an historical method.’’ But even 
those who resent this vein of scepticism derive profit and pleasure 
from the narrative; as Churchmen have admired the lucidity 
of Gibbon’s chapters on the history of doctrine. 

Those who denounce the inordinate use of deduction in 
economics are commonly open to the imputation of condemning 
‘‘ sins they have no mind to.’’ But Ingram delighted in the exer- 
cise of pure reasoning. Like many among the mighty ones of old 
at Trinity College, Dublin—like Graves and Salmon and Rowan 
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Hamilton—he combined pursuits elsewhere almost irreconcilable, 
literature and the higher mathematics. Salmon, in his Higher 
Plane Curves, makes honourable mention of Ingram’s contribu- 
tions to that branch of mathematics. The great Macculagh is 
said to have grudged Ingram to letters. The still greater Hamil- 
ton, as appears in his published correspondence, used to submit 
his mathematical thoughts to Ingram. One of Ingram’s sur- 
viving colleagues recollects his having said, ‘‘ Nothing has ever 
been to me such a source of intellectual pleasure as pure geo- 
metry.”’ 

Such being his scientific tastes and talents, it is remarkable 
that Ingram should have belittled the use of mathematics in 
economic reasoning. A sweeping condemnation of that method 
is contained in his remarks on Cournot and Jevons. Nor is it 
meant as a compliment to Ricardo when he says, ‘‘ Nature in- 
tended him rather for a mathematician of the second order than 
for a social philosopher.’’ The ‘‘ abusive preponderance of deduc- 
tion ’’ is denounced with equal severity in the forcible address 
which Ingram delivered to the Economic Section of the British 
Association in 1878. 

The paradox of Ingram’s hostility to the mathematical, and 
more generally the deductive, method in economics is explained 
by his devotion to the philosophy of Comte. Comte, who would 
not allow to physicists their hypothesis of ether, who regarded 
‘‘the accepted notions of modern algebraists upon the measure- 
ments of probabilities’’ as more ‘‘ hollow’’ and “‘ absurd’’ than 
‘‘ the idlest discussions of medizval schoolmen,’’ consistently de- 
nounced abstract reasoning about human affairs as mere meta- 
physics. The view of Comte was naturally adopted by one who 
in his deference to the founder of Positivism deserves to be con- 
sidered as 

“‘ addictus jurare in verba magistri.’’ 

We may well describe the relation of Comte to his follower by 
the term ‘‘ master,’’ for Ingram himself repeatedly employs the 
word. We refer especially to the remarkable series of sonnets 
in which he celebrates the ‘‘ Religion of Humanity.’’ Whatever 
the intellectual influence of that faith, it certainly brought 
forth beautiful fruits of the spirit in the domestic life of Ingram. 

His later years appear to have been devoted to the exposition 
of Comte’s doctrines. Positivist homilies or paraphrases flowed 
from his pen in quick succession: Outlines of the History of 
teligion (1900), in which he first avowed his adhesion to Posi- 
tivism ; Passages from the Letters of Auguste Comte (1901); 
1 Pp, 240, 243, Cd. I. 
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Human Nature and Morals, according to Auguste Comte (1901) ; 
Practical Morals (1904), described in the preface as a sequel to 
the Morals according to Auguste Comte; The Final Transition 
(1905). 

But the fidelity with which Ingram followed in the 
steps of ‘‘ the Master ’’ did not again lead him into the slippery 
paths of economic controversy. Perhaps he recognised that 
censures deserved by the generations immediately following Adam 
Smith were not appropriate to the present era. He himself has 
expressed a sense of the change in his preface to Prof. Ely’s 
Introduction to Political Economy (1891) :—‘*‘ A more humane 
and genial spirit has taken the place of the old dryness and 
hardness which once repelled so many of the best minds from 
the study of economics.’’ He accepted a place on the Council 
of the British Economic Association, and did not rebel against 
the sort of Pax Britannica which its leading members have main- 
tained with respect to controversies about economic method. All 
that was worth fighting for might seem to Ingram to have been 
won when in a treatise commanding the universal assent of the 
rising generation it was taught that there is no scope in economics 
for long chains of reasoning, that some of Ricardo’s conclusions 
are liable to be dangerously misapplied, that the work which the 
Germans and their fellow-workers in other countries have done 
in tracing and explaining the history of economic institutions 
is one of the great achievements of our age.’ To have presented 
the work of the Germans in an English form was one of Ingram’s 
great achievements. His economic mission was accomplished. 
If not through him principally, yet not without aid from his 
eloquence, the world had been ‘‘ wrought 

To sympathy with fears and hopes it heeded not.”’ 
F. 3. By 


City Notes. 
WE have received the following notes from ‘‘R. G.’’ :— 
DS 


The Money Market.—At the time of last writing, just before 
March 1st, the money market was under the influence of the 
reduction of the Bank rate, and feeling some relief from the 
strain of 6 per cent. which had been required to carry the City 
through the winter. ‘The trouble in the market, however, has 
proved very enduring, in spite of the continued reduction of the 


' See Principles of Economies, ed. 4, pp. 70, 92, 101, et passim. 
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Bank rate, till finally 4 per cent. was reached on April 25th. 
At the very time reductions were being made, signs of stress 
and strain were visible. The Bank Reserve failed to increase 
at all rapidly, while accounts of shortness of cash and difficulties 
in obtaining credit continued to be received from Berlin, Paris, 
and New York—all the great centres, as well as London, ap- 
pearing to suffer from serious malaise. This condition of things 
has been fully reflected on the Stock Exchanges everywhere. 
The aggregate fall in securities has made further progress, and 
amounts now to about £100,000,000 in the representative securi- 
ties quoted monthly in the ‘‘ Bankers’ Magazine’’ since the 
beginning of the year, while it is even greater probably in the 
innumerable securities in America and on the Continent not 
appearing in that list. There is much gloom accordingly every- 
where, in spite of the lower bank rates for the moment; and 
apparently some great change must occur before the money and 
stock markets will be really easy. Business remains active, and 
imports and exports continue to increase by leaps and bounds, 
but with the money market in its present condition there is a 
general feeling of discomfort throughout the business world. 


A Rise in Wheat.—'To add to the apprehensiveness of the 
hour, there has been a rather sharp rise last month in the price 
of wheat, consequent, it is alleged, on a remarkable shortage of 
crops throughout the wheat-growing area, to which the attention 
of speculators has been drawn as the close of the harvest year 
approaches. From the United States, from Russia, from Rou- 
mania, from Hungary, and cther quarters, identical reports 
come. Almost the only exceptions to the accounts of shortage 
are our own country and Canada, where the total production, 
however, is as yet too small to affect the balance sensibly. The 
rise up to date has been about 5s. or 6s. per quarter, and the 
corresponding rise in the price of the 4lb. loaf not more than 
4d.; but the change is sufficient already to be felt somewhat by 
the working classes, and the general position is such that specula- 
tors confidently anticipate a further advance. Absit omen. Still, 
the world has been so long accustomed to cheap wheat and cheap 
bread as to make the first indications of a change to a different 
level deserving of the utmost attention. Wheat under 40s. 
remains at what everybody would have thought a low figure 
thirty and forty years ago, and the rise may be in part nominal 
only, corresponding to an advance in raw materials and wages 























1907] CITY NOTES 303 


which is very general, as we have noticed from time to time in 
these notes, and may not be unconnected with the renewed 
phenomenon of a depreciation in gold; but whatever the causes 
or explanations, a rise in wheat has always a very special econ- 
omic interest. 





The Budget.—Mr. Asquith’s statements and proposals, as we 
anticipated when last writing, have not been at all sensational 
as far as reductions of taxation are concerned, his surplus, though 
a sensible one, by no means permitting sensational changes in 
these days when a small difference of rate affects the yield of the 
taxes so much. It would be out of place in these notes to 
criticise the budget generally, with its preparation for a system 
of old age pensions, though no actual beginning of a scheme; 
its recognition of the income tax at a high rate as a permanent 
part of our tax system; its enormous—and as it is thought in 
the City, excessive—provision for the redemption of debt; and 
its extension of the limit up to which abatements of the income 
tax may be made to £2,000, with a special reduction from Is. 
to 9d. on such incomes, the only sensible remission of taxation 
given by the budget. We may say, however, in these notes 
that the City as a whole fully endorses two opinions we have 
often expressed on budget matters—(1) The income tax ought 
not to be continued at a high rate in time of peace, even with 
the modification as to incomes under £2,000 to sweeten it. The 
use of the income tax as a financial reserve ought never to be 
lost sight of. Rather than contjnue a high income tax in time 
of peace, the whole tax system should be carefully revised. (2) 
The maintenance of the income tax at a high rate in order to 
redeem the debt is especially unwise. Income tax payers are 
the thrifty who invest in securities, and to tax them to enable 
the Government to buy up consols is merely to divert money 
from one channel of investment to another. As the result, the 
Government gains nothing, but probably rather loses in the 
price at which it can borrow, while the income tax payers—‘‘ the 
goose that lays the golden eggs ’’—are impoverished. The prin- 
ciple of debt reduction within moderate limits is, of course, a 
sound one, but in applying £15,000,000 in one year for that 
purpose with the income tax at ls., Mr. Asquith seems to have 
gone beyond the limits of moderation. And yet consols do not 
rise ! R. G. 
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CURRENT TOPICS. 


THE President of the Board of Trade has appointed a general 
committee to advise him upon the lines upon which the in- 
formation required for the forthcoming census of production 
shall be obtained. Among the members of the committee are 
Lord Allerton, Lord Avebury, The Right Hon. Chas. Booth, 
Sir Hugh Bell, Mr. Henry Birchenough, Sir Robert Giffen, 
Professor Chapman, and Mr. Sidney Webb. Other committees 
are being appointed to consider the special requirements of 
particular trades. 





A DEPUTATION waited upon the Prime Minister on March 5th 
to urge the necessity of a national anthropometric survey. Mr. 
R. C. Lehmann, in introducing the deputation, said that the 
sum required would be from £4,000 to £5,000. The Prime 
Minister, in his reply, stated that he could not go beyond the 
answer which was usual at such a stage of the proceedings: 
that the Government would give the proposal their careful 
consideration. 





THE organisers of the ‘‘ International Visits’’ which have 
now continued for five years have selected Norway for their 
operations this year. The object of the enterprise is to give 
people of different nationalities an opportunity of learning some- 
thing of each other’s life and customs. For this purpose visits 
are made to the most characteristic institutions of each country. 
At the same time, lectures are given in English on the chief 
features of the country, its history and Government. The lec- 
turers are either themselves among the leaders of the different 
movements, or else, as teachers and officials, have practical 
acquaintance with the institutions which they explain. The 
visits are not ‘‘ conducted tours.’’ As the visitors come from all 
parts of Great Britain and Ireland, it is not convenient for them 
to travel by the same route. But, where possible, reductions 
on the ordinary fares are obtained. Reductions have also been 
secured at hotels which can be recommended in the neighbour- 
hood of the lecture hall. The visit this year is arranged to 
extend from August 19th to August 30th. Further information 
may be obtained from the Honorary Secretary, Miss F. M. 
3utlin, Old Headington, Oxford. 
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THE British Association for the Advancement of Science 
meets this year at Leicester from July 3lst to August 6th. 
Sectional presidents will deliver their addresses on the morning 
of August 1st. The officials of Section F (Economic Science 
and Statistics) are :—President: Prof. W. J. Ashley; Vice- 
Presidents: Dr. James Bonar and Prof. F. Y. Edgeworth; 
Secretaries : Prof. S. J. Chapman (Recorder), Mr. H. O. Mere- 
dith, Mr. D. H. Macgregor, and Mr. T. S. Taylor. The chief 
subjects for discussion will be the encouragement of agriculture, 
; co-operation, trusts, Australian labour legislation, and German 
| Colonial policy. On the last-named subject Prof. Ernst von | 
Halle (Berlin) will read a paper. Agriculture is to be dealt with | 
by the Right Hon. Jesse Collings, Sir Horace Plunkett, Mr. 
Yerburgh, and Prof. Kirkaldy. Prof. Carver will also contribute 
a paper on the same day. The effect of Australian labour legis- 
lation is to be treated by the Hon. R. B. Wise and Mr. J. 
Ramsay Macdonald. The readers on co-operation will be Mr. | 
Tweddell (vice-chairman of the Co-operative Wholesale Society), 
Mr. Amos Mann, and Mr. Fay, and on trusts Mr. Macrosty 
and Mr. Macgregor. One or two other papers, whieh have not 
yet been definitely fixed, will also figure in the programme. 














RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Statistical Society. 


Marcu, 1907. Correlation of the Weather and Crops. R. H. Hooker. 
The use of Mr. Yule’s ‘‘ coefficient of double correlation ’’ brings 
out correlation of various crops with the weather in preceding 
seasons. Statistics of Production and the Census of Production 
Act. G. Upny Yuue. On the Representation of Statistical Fre- 
quency by a Series. F. Y. EpGewortu. Prices of Commodities 
in 1906. A. SavERBECK. The total index number for forty-five 
commodities has risen from 72 in 1905 to 77 in 1906. 


The Economic Review. 

ApriL, 1907. First Impressions of India. Rev. J. CARTER. Immi- 
gration and Transmigration. N. B. Dearue. L’Abbé Rambaut. 
ELISABETH RaIkES. Unemployment.—-I. A. Mercer. Infant 
Mortality. L. A. McCracken. 


The Ninetcenth Century. 


Marcu, 1907. What shall we do with our Land? Lapy Sautroun. 
May. The Firmness of Consols. H. WITHERS. 


Fortnightly Review. 


ApriL, 1907. The Rights and Wrongs of Socialism. A. WAGNER. 
The communis opinio doctorum condemns the dialectic of Marx. 
‘* Defects, assumptions, sophisms, petitiones principii abound, 
more especially . . . in the theory of value and surplus-value. . . 
To me this entire doctrine is one great sophism.’’ Yet Socialism 
has probed—while it has exaggerated—the wounds of the body 
politic. ‘‘ Modern academic political economy in Germany oc- 
cupies a mediatory position between economic Individualism 
and Socialism.’’ 

May. The Income Tax. Bensamin TAytor. 


Contemporary Review. 
Marcu, 1907. The Stock Exchange and the Public. EpGar Cram- 
MOND. Reforms in the constitution of the London Stock Ex- 
change are suggested. 
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Aprit. The Investments of the Masses. JESSE Quam. There were 
nearly 700 millions of capital at the credit of wage-earners’ 
accounts in 1904. 





The National Review. 
Apri, 1907. Time and the Contract. J. L. Garvin. A plea for 
preference. , 
Some Reflections on the Coming Conference. Viscount MILNER. 
Preferential trade is incidentally advocated. 


The Albany Review (with which 1s incorporated The Independent 

Review). 

f Marcu, 1907. The Land Question in a Country Parish. E. Car- 
PENTER. The economic conditions of a particular parish are de- 
scribed in detail, with unfavourable reflections on the landed 
interest, and suggestions for reform. 

ApriL. Small Holdings and Land Taxation. Erik Givskov. 


Edinburgh Review. 

Aprit, 1907. Colonial Preferential Tariff. The preference given by 

Canada and that offered by Australia, tested by statistics, are 
found nugatory. 


The Quarterly Review. 
Aprit, 1907. The Income Taz. B. Taytor. 





The Quarterly Journal of Economics (Boston). 


Fepruary, 1907. The Taxation of Corporations in Massachusetts. 
C. J. Buttock. A description of the law and its working is 
followed by a critical estimate of its results. Capital and Interest 
Once More. A Relapse into the Productivity Theory. E. Boum- 
Bawerk. Constant and Variable Railroad Expenditures and 
the Distance Tariff. M.O. Lorenz. The Socialist Economics 
of Karl Marx and his Followers.—II. T. Venuen. Labour 
Organisation and Labour Politics. J. R. Commons. 





Political Science Quarterly (New York). 
The Alien Contract Labour Law. S. P. Ortu. The Variability of 





Wages. H. L. Moore. Inflation and Prices. ERNEST 
Howarp. The Concentration of German Banking. H. A. 
ScHUMACHER. 


American Academy of Political and Social Science (Philadelphia). 
January, 1907. This number consists almost entirely of a series of 
communications upon the important question of child labour and 
legislation. Some of the communications are by experts and 
students, and are of great interest. A vivid picture is given of 
the extent to which child labour still prevails in the United 
States, of the awakening of public sympathy, and of the obstacles 
opposed to reform. The first article deals mainly with the 
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obstacle of the parents’ poverty, and shows that this is not of such 
magnitude that it cannot be easily met by a system of scholar- 
ships or of charitable relief. Another deals with the difficulty 
of enforcing the law against the opposition of powerful employers, 
and the need of raising the status of the inspector and giving 
him greater security and independence. The present aim of the 
reformers appears to be that labour legislation should become a 
national affair, and for that purpose there has been intro- 
duced a bill which ‘‘ provides that the carriers of interstate com- 
merce, the railroads, and the steamboat lines, shall not transport 
the products of any factory or mine that employs or permits the 
labor of children under fourteen years of age. It provides for 
any officer of a factory or mine, who violates that Act, the 
punishment of a money fine and a sentence in the penitentiary.”’ 
The supplement consists of a handbook containing schedules of 
existing statutes and the standard child labour law, embodying 
the best provisions of the most effective measures now in force. 


[H. B.] 





Revue d’ Economie Politique (Paris). 

Marcu, 1907. La progression des Gréves en France et sa Valeur 
symptomatique. CHARLES Rist. Les castes et la vie écono- 
mique. C. BouGLe. 

Aprin. Morale et Sociologie. D. Paroti. Les castes et la vie écono- 
mique (suite et fin). C. BouGug. 


Journal des Economistes (Paris). 


Marcu, 1907. Théorie de l’évolution. G. p— Mournart. Le rachat 
des chemins de fer. G. DE Novvion. L’impét sur le revenu et 
liberté individuelle. A. REVILLON. 

AprIL. Lettres inédites de Du Pont de Nemours au Comte Chrep- 
towicz. G. SCHELLE. Théorie de l’évolution. G. DE Moutnarl. 





Revue Economique internationale (Brussels). 


Unable to mention all the papers of this monthly, we notice one 
in each number. 

Marcu, 1907. De la repartition du revenu. EK. Pamippovicu. The 
new, unlike the classical, Political Economy calls for State in- 
tervention to make the distribution of income equitable. 

Apri. Le régime commercial de l'Europe et les Etats-Unis 
d’Amérique. A. von MatLEKovitz. Europe, without England 
and France, is powerless to resist the commercial supremacy 
of America. 

May. Force motrice technique. Pror. D. Batuop. Statistics of 
mechanical power, actual in engines, or potential in natural 
sources. 

THe Revue du Christianisme Sociale (Paris) contains an interesting 
article on Le devoir de l’impét, by Professor Gide. Explaining 
the evasion of taxes and the emigration of capital by the feeling 
of the rich that they are now in France practically unrepre- 
sented, the writer treats the payment of taxes as a duty rather 
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than a debt, and favours a tax on income based on the simple 
declaration of the party. 





Jahrbiicher fiir Nationalékonomie (Jena). 

JANUARY, 1907. Ist die Grundrente in der Peripherie der Stadt eine 
‘* allgemeine Monopolrente’’? F. Passt. The higher ground rent 
in the outskirts of growing cities is not due to monopoly. Der 
Berliner Getreidehandel unter dem deutschen Bérsengesetz. 
H. Rvuescu. 

Fepruary. Der Berliner Getreidehandel unter dem deutschen Bérsen- 
gesetz. H. Rugescu. Continued and concluded. 

Marcu. Statistik der Bevolkerungsbewegung im deutschen Reich. 
Dr. Kart SeutemMann. Zur Methode der Wirtschaftswissen- 
schaft bei D. Ricardo. fF. Lirscuirz. Die heutige ameri- 
kanische Trustform und ihre Anwendbarkeit in Deutschland. 
R. LIerMANN. 

Aprit. Die Bohm-Bawerksche Kapitalzinstheorie. ScHAPOSCHINOFF. 
Gutzerstrimmerungen. F. ZIMMERMANN. Die preussische 
Sparkassengesetzentwurf. F. Zaun. 





Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 
Band XXIV., Herr 2. Arbeiterbewegung und Arbeiterpolitik in 
Australasien von 1890 bis 1905. KAtTaE Lvx. 
Hert 3. Zur Lage der Kellnerinnen im Grossherzogtum Baden. 
Dr. HErnricH PETER. A study on waitresses. Kellnerinnen- 
elend. CAMILLA JELLINCK. The grievances of waitresses. 





Jahrbuch fiir Gesetzgebung. . . . (Jena.) 

1907. Herr 2. Das Rentenprinzip in der Verteilungslehre.—Il1. 
J. ScuumMPetEer. The concept of rent as a differential gain is con- 
sidered in relation to the law of decreasing returns, the rent of 
land, J. B. Clark’s, and other theories. 





Giornale deglt Economisti (Rome). 


Fesruary, 1907. La rilevazione dell’ andamento del mercato del 
lavoro. R. Bacut. Methods of interpreting the course of the 
labour market. Due recenti libri sul Commercio internazionale. 
A. Graziani. Referring to the treatise of L. Fontana-Russo and 
that of G. F. Gerbino. 

Marcu. I lavoratori della terra in Provincia di Bari. G. RAGONE. 

Aprit. Metodi per la rilevazione del mercato del lavoro. HK. Bacut. 
Continued from February. Il problema delle assicuraziont 
operaie in Italia. T. Baant. 





La Riforma Sociale (Turin). 


Apri, 1907. La determinazione della durata della generazione e 
il calcolo della richezza privata di un paese. F. Couerti. 

May. Sulla disoccupazione operaia. A. Graziani. L’imposta sulle 
aree fabbricatuli e il nuovo projetto di legge per Roma. A. 
GerIssER. The hasty imposition of taxes on building land is com- 
bated by arguments of much theoretical interest. 
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NEW BOOKS. 








Aupous (H.G.). The Taxation of the Liquor Traffic. A portion of 
Chapter IV. of Messrs. Rowntree and Sherwell’s book critically exa- 
mined. London: Review Press. 1907. Pp. 285. 

[The statistics and arguments of Messrs. Rowntree and Sherwell are unmercifully 
criticised : and it is concluded ‘‘that these authors, full of enmity to the Liquor 
Trade, wish that trade to be taxed to breaking point, if not out of existence; and 
that in their endeavour to show that the Trade is capable of bearing considerable 
taxation, they have not hesitated to garble, ignore, and suppress facts which go to 
prove the contrary.”] 

ARTIFEX and Opirex. Causes of Decay in a British Industry. 
London: Longmans. 1907. 8vo. 7s. 6d. net. 

Buack (CLEMENTINA). Sweated Industry and the Minimum 
Wage. With an introduction by A. G. Gardiner. London: Duck- 
worth. 1907. Pp. xxiv+281. 

Barzour (JAMES §.). A History of William Paterson and the 
Darien Company. Edinburgh: Blackwood. Pp. 284. 

Buair (M.). Paisley Thread Industry and the Men who Created 
and Developed it. With Notes concerning Paisley, Old and New. 
London: A. Gardner. 1907. Pp. 206. 6s. net. 

DaniELs (Pror. W. M.). Economic Causes as Affecting the Poli- 
tical History of the United States. Edinburgh. 1907. Pp. 14. 


[Reprinted from the Accountants’ Magazine for May, 1907.] 


Davies (R. E.). The Life of Robert Owen, Philanthropist and 
Social Reformer. London: R. Sutton. 1907. Royal 16mo. Pp. 64. 
ls. 6d. 

Devas (CuarzEs §.). Political Economy. London: Longmans. 
1907. Pp. 672. Third edition. 

[Statistics have been brought up to date, and there have been appended explana- 
tions and references. ] 

Dux (R.)._ Economic History of India under Early British Rule. 
London: K. Paul. 1906. Pp. 460. 

Ensor (R. C. K.). Modern Socialism, as set forth by Socialists 
in their Speeches, Writings, and Programmes. London: Harper. 
1907. 8vo. Pp. 444. 6s. net. 


{2nd edition, revised and enlarged.] 


Ferri (Enrico). Socialism and Positive Science: Darwin, 
Spencer, Marx. Translated by E. Harvey. London: Independent 
Labour Party. 

Fraser (M. A. C.). Western Australian Yearbook for 1902-04. 
Perth: Curtis. 1906. Pp. 1283. 

[The Government statistician and Registrar General of Western Australia 
presents a mass of information digested under fourteen heads, and amply illustrated 
by maps, diagrams, and miscellaneous pictures, e.g. of the natives. 

GREEN (F. E.). How I Work my Small Farm. London: Fifield. 
1907. 8vo. Pp. 92. 2s. net. 

Heata (H. LLEWeEutyn). The Infant, the Parent, and the State. 
A social study and review. London: P. S. King. 1907. Pp. 191. 

Hopson (J. A.). Canada To-day. London: Unwin. 1906. 
8vo. Pp. 158. 
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Horson (J. A.). The Fruits of American Protection. New York: 
Reform Club. London: Cassell and Co. 1906-07. Pp. 56. 3d. 

[A pamphlet published in 1906 by the New York Reform Club, and reprinted in 
1907 by the Cobden Club ; on the rise in prices due to protection, ‘‘dumping,” and 
trusts.] 

KE.LTIE (J. Scott). The Statesman’s Year-Book, 1907. London: 
Macmillan. Pp. 1672. 

[An important new feature is formed by the sections relating to the armies of 
the mr States; and diagrams showing the comparative growth of the leading 
navies, 

Labour Laws for Women in France; in Germany; in the United 
States. Three pamphlets, each containing much information within 
some fourteen pages. Published by the Women’s Industrial Council. 
1d. each, or 13d. post free. 

Laycock (F. N.). Political Economy in a Nutshell. London: 
Sonnenschein. 1907. Pp. 208. 2s. 6d. 

McConnELL (PRIMROSE). Diary of a Working Farmer. True 
History of a Year’s Farming in Essex. London: Cable Printing Co. 
1907. Pp. 304. 6s. net. 

MacponaLp (W. A.). The World to Go and the World to Come. 
London: Sonnenschein. 1907. Pp. 82. 

[An interview between one Androtheus and a student of Social Science on 
several burning questions. ] 

Macrosty (H. W.). The Trust Movement in British Industry. 
A Study of Business Organisation. London: Longmans. 1907. 
Pp. 398. 

Mitts (J. Saxon). Landmarks of British Fiscal History. 
London: Black. 1s. 

OLIvier (SyDNEY). White Capital and Coloured Labour. London: 
Independent Labour Party. 1906. 8vo. Pp. 182. 1s. 6d. net. 

[Socialist Library. ] 

Pratt (E. A.). Licensing and Temperance in Sweden, Norway, 
Denmark. London: Murray. 1907. 8vo. Pp. 128. 2s. 6d. net. 

RENTOUL (KR. Rem.) Race Culture or Race Suicide: Plea for the 
unborn. London: W. Scott. 1906. Pp. 196. 

Spicer (A. Dykes). The Paper Trade. A descriptive and his- 
torical survey of the paper trade from the commencement of the 
nineteenth century. London: Methuen. Pp. 282. 

SutHers (R. B.). Mind your own Business. Case for Municipal 
Management. [ondon: Clarion Press. 1907. 8vo. 6d. 

WepGwoop (J. C.). Land Values: Why and How they should be 
Taxed. Garden City Press. 1907. 8vo. 3d. 

Wotrr (H. W.). Co-operative Banking: Its Principles and Prac 
tice. With a chapter on Co-operative Mortgage Credit. London: 
P. S. King. 1907. Pp. 301. 7s. 6d. 


BASKERVILLE (BEATRICE C.). The Polish Jew: His Social and 
Economic Value. New York: The Macmillan Co. 1906. Pp. 336. 

[A study based on eight years’ residence in Poland.] 

Bovupin (Louis B.). The Theoretical System of Karl Marx. (In- 
ternational Library of Social Science.) Chicago: Kerr. 1907. Pp. 
286. 

Burkett (C. W.) and Por (C. H.). Cotton, its Cultivation, 
Marketing, Manufacture, and the Problems of the Cotton World. 
New York: Doubleday. 1906. Pp. 340. $2. 
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CuarK (Victor §.). The Labour Movement in Australia. New 
York: Holt. 1906. Pp. 327. 

Cooper (Francis). Financing an Enterprise. 2 vols. New 
York: Ronald Press Co. 1906. Pp. 543. 

ENGELS (FREDERICK). Landmarks of Scientific Socialism. 
‘* Anti-Duehring.”’ (International Library of Social Science.) 
Chicago: Kerr. 1907. Pp. 206. 

Forrest (Pror. J. Darsry). The Development of Western 
Civilisation. A study in ethical economics and political evolution. 
Chicago: University Press. 1907. Pp. 406. 

Haprcoop (H.). The Spirit of Labour. New York: Duffield and 
Co. 1907. Pp. 410. $1.50. 

[An interesting study of the life and character of a ‘‘ typical” trade unionist. ] 

JENKsS (J. W.). Great Fortunes: The Winning, the Using. New 
York: M’Clure. 

Lewis (AvustTIN). The Rise of the American Proletarian. 
Chicago: Kerr. 1907. Pp. 213. 

PrERCE (F'RANKLIN). The Tariff and the Trusts. New York: Mac- 
millan Co. 1907. Pp. 387. $1.50. 

[A vigorous attack upon trusts and the injustices of the present tariff. ] 

Porter (Rospert P.). Dangers of Municipal Ownership. New 
York: Century Co. 1907. Pp. 349. $1.80. 

[A criticism of municipal ownership on financial, economic, and social grounds ; 
with special reference to the experience of England. ]} 

Smita (GoLpWin). Labour and Capital. A letter to a labour 
friend. New York: The Macmillan Co. 1907. Pp. 38. 

[Labour is cautioned against violence, threatened with Chinese and Japanese 
competition ; would Socialism be a success if ‘‘ one or two nations were to hold out for 
the principle of private property ”’ ?} 

RAUSCHENBUSCH (WALTER). Christianity and the Social Crisis. 
New York: Macmillan. 1907. Pp. 429. $1.75. 

[The author was long a pastor among working people in New York.] 

SPARLING (SAMUEL E.). Business Organisation. (The Citizen’s 
Library.) New York: The Macmillan Co. 1906. Pp. 374. 

Woop (W. ALLEN). Modern Business Corporations, including the 
Organisation and Management of Private Corporations with Financial 
Principles. Indianapolis: Bobbs Merrill Co. 1906. Pp. 357. 


BonneEroy (G.). Le repos hebdomadaire. Etude théorique et 
critique de la loi du 13 juillet, 1906. Paris: Marchal et Billard. 
1907. 8vo. 5 fr. 

Bovctf. Le Solidarisme. Paris: Giard. Pp. 340. 

[The author, a professor of social philosophy at the University of Toulouse, 
expounds eloquently the doctrine of Solidarisme, which is now so much in vogue 


in France.] 
CHABANE LA Panice (A. DE). Le libéralisme devant la raison. 


Paris: Alcan. 1907. Pp. 466. 

{A eriticism of the sentimental liberalism which leads to Socialism; with an 
appeal to logical liberalism which Jcads to individualism and free trade. ] 

FouMERESE (EuGENE). 1. Individu,  1|’Association, et  1’Etat. 

Paris: Alcan. Pp. 257. 

(The author, who is editor of the Socialist Review represents the idealist Socialism 
of 1848, which put its faith in free association ; now so much discredited by the 
triumph of Marxism.) : 
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Guyot (Yves). : La Science Economique. Paris: Schleicher. 
1907. Pp. 531. (A new edition, recast.) 

Guyot (Yves). L’impot sur le revenu. Rapport fait au nom de la 
Commission du budget sur les questions soulevées par diverses pro- 
positions relatives & l’impét sur le revenu. Paris: Alcan. 1906. 
12mo. 3.50 fr. 

MERLIN (RoGER). Le Contrat de Travail. Paris: Alcan. Pp. 


166. 


{The author, who is:librarian of the Musée Social, discusses clearly but sum- 
marily, the modifications which should be introduced into the contract between 
employer and employee to render it more equitable. } 

ScHELLE (M. G.). Le Docteur Quesnay, physiocrate. Paris: 
Alean. 1907. 16mo. 5 fr. 

TarpvE (A. DE). L’idée du juste prix. Etude de psychologie 
économique. Paris: Alcan. 1907. 8vo. 7 fr. 


Epserstapt (R.). Die Spekulation im neuzeitlichen Stadtebau. 
Kine Untersuchung. . . zugleich Abwehr der gegen Wohnungsreform 
gerichteten Angriffe. Jena: G. Fischer. 1906. Pp. 224. 4m. 


[Opposes the “‘ Mietcaserne,”»and criticises severely the publications of A. Voigt. ] 


RrEzLER (K.). Ueber Finanzen und Monopole im alten Griechen- 
land. Berlin: Puttkamer und Mihlbrecht. 1906. Pp. 98. 

Rouuer (Dr. Orro K.). Die Einwohnerschaft der Stadt Durlach 
im 18 Jahrhundert. Karlsruhe: Braun. 1907. Pp. 272. 

Satomon (ALIcE). Die Ursachen der ungleichen Entlohnung von 
Manner und Frauenarbeit. Leipzig: Duncker und Humblot. 1906. 
Pp. 189. 3.20 m. 

Scuraut (Dr. Max von). Die persénliche Freiheit in der 
modernen Volkswirtschaft. Mit einem Geleitwort von Dr. Paul 
Laband. Tiibingen: Mohr. 1907. Pp. 181. 

Tarifvertrag im deutschen Reich. Bearbeitet im kais. statist. 
Amt. Berlin: C. Heymann. 1907. 3 vols. 8m. 

[An elaborate official report on trade agreements. Vol. I. is introductory and 
historical with accounts of experience in other countries ; II. analyses systematically 
German agreements; III. gives the text verbatim of 130 such agreements. ] 

Voict (Pror. Dr. ANDREAS). Zum Streit um Kleinhaus und 
Mietcaserne. Dresden: Boehmert. 1907. Pp. 31. 

{A reply to Dr. R. Eberstadt and Prof. Carl Fuchs on the question whether high 
buildings make high rents; referring to the author’s paper in the Schriften d. Verein 
f. Sozialpolitik, Bd. xciv. (1901).] 

WaGnNeR (Ap.). Theoretische Sozialkonomik oder allgemeine und 
theoretische Volkswirtschaftslehre. Erste Abtheilung. Leipzig: 
C. F. Winter. Pp. 520. 12m. 

{A formal publication of a new and much enlarged edition of the author’s outline of 
lectures, hitherto printed privately. The subjects covered are: 1. Introduction ; 
Schools and literature. 2. Grundlegung. 3. Production, xchange, Distribution. 
A second part covering Transportation, Money and Banking, Insurance, is to follow 
shortly.] 

Caisse. Gli usi civici nella provincia di Roma. Prato. 1906. 

[On the rights of the people in common land in the province of Rome.] 

Limentaru. La previsione dei fatti sociali. Turino: Bocca. 

OrroLEeNGui (C.). I profitti industriali nella costituzione econo- 
mica odierna. Turin. 1907. 8vo. Pp. 810. 81. 

Prato. Censimenti e popolazione in Piemonte nei Secoli xvi., 
xviil., xvili. Rome. 1906. 
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